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BANKING LEGISLATION. 


The prospect of the enactment of any helpful banking legislation 
by the present Congress is poor enough. The Lower House, espe- 
cially, is not inclined to do anything to improve the condition of 
the banks. The few hours spent in discussing the McPherson 
bill clearly showed that the House would not intentionally do any- 
thing to perpetuate the life of these institutions. Nor is the pros- . 
pect brighter of more favorable legislation by the next Congress. 
The plain truth is, the dominant party in the Lower House regard 
the National banking system as a Republican institution, and there- 
fore not worthy of support. Of course, this view we regard as 
highly erroneous; but the speeches made and the conversations of 
the members that are reported confirm this opinion. 

With respect to the merits of the McPherson and Potter bills, 
they are well understood by bankers, and nothing need be said 
here. Opinions vary about the relief that would be given by them, 
but certainly they could do no harm. What is to be regretted 
more than anything else is the manifest hostility to the banks dis- 
played by Congress. The members do not propose to help these 
institutions in any event. On the other hand, a deep feeling exists 
‘that their circulation ought to be retired, and legal tenders put 
in its place. The drift of talk among members of Congress is in 
this direction. They say there are notes enough outstanding now; 
if not, put out greenbacks. That is the solution offered. This is 
not a pleasant fact for the banks to contemplate, but they should 
do so, nevertheless. However sound may be their circulation, how- 
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ever great may have been their services to the business of the 
country, all this counts for very little with the majority in the 
Lower House of Congress. | 

If Congress should adjourn without passing either the McPherson 
or the Potter bill, the country banks especially will suffer. Without 
deriving some profit from issuing notes many of them would find 
banking an unprofitable business. Their deposits are too small to 
pay for keeping the doors open. It is to be hoped that Congress 
even yet will grant some relief, but our hope, judging from the 
hesitation of the House thus far to do anything, is very weak. . , 


NEW YORK ANNUAL BANK REPORT. 


This document contains several matters of considerable interest. 
It is a review, not only of the incorporated banks and banking as- 
sociations of the State, but also of individual bankers and trust, 
loan, mortgage, security, guarantee and indemnity companies. No 
other State report falling under our notice deals with such a variety 


of banking institutions. Some of the features of this report we 
shall briefly consider. 

On the first day of last October there were eighty-nine regularly 
organized banks of discount and deposit existing in the State. Of 
this number eighty-six were associated banks, two were individual 
‘banks, and one, the Manhattan Company of New York City, was 
chartered by the Legislature in 1799. This company, by the way, 
was ostensibly organized to furnish a supply of water for the city, 
and the banking privileges were smuggled into the charter. At that 
time no charter for a bank could be obtained openly from the 
Legislature, because the Bank of New York, then existing, was pow- 
erful enough to prevent the creation of a rival. It filled, in that 
day, the place long occupied by the Bank of England, and it was 
determined to maintain it as long as possible. The Manhattan pro- 
jectors conceived the idea of getting a charter for another bank in 
the manner described, and were successful. This piece of strategy 
was the product of the fertile brain of Aaron Burr. How changed 
the times! Monopoly in banking, as in many other things, has long 
since passed away, never to return. Those who live in fear of 
monopolies at the present hour should take new heart after reading 
this bit of history. 

The condition of the banks at the times mentioned in the fol- 
lowing table is stated on the authority of the Superintendent’s re- 
port : 
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Condition Sept. Condition Sept. 

















RESOURCES. 22, 1883. 20, 1884. 
Loans and discounts, less due from directors........... $92,495,044 . $88,515,326 
SLEPT ELLIE LTT 3,843,919 . 3,595,641 
eer TTT Tere TTT eT TT TTT. TTT Tree 145,212 . 260,434 
Due from trust companies, State, National and private 

cceccs dunce eeunasedsedeeanedunes 12,958,753 - 11,504,281 
EE eee er ee ee ee 2,277,849 - 2,732,910 
Bonds and mortgages........ jiinodnessaseneetewkee 521,665 . 510,129 
Stocks and bonds........ ehedeeeseheedadineteee4 ere 2,903,559 - 4,310,684 
Specie ORE a ee ee 6,608,161 . 11,298,772 
U.S. legal-tender notes and circulating notes of Nation- 

Te ti i ee eS ae be bake bie aia 5,785,423 - 7,787,734 
niu atv seeks beha aes caddeeeeiédecebwwdee 32,192,097 - 25,504,478 
NE er ere 361,765 . 384,010 
Assets not included in either of the above heads........ 622,674 . 1,041,545 

ee end Caen ethane ameeukes a7a 281 
CN, oi conn. d000sebesenihwebenes $ 160,716,393 +» $157,446,275 
LIABILITIES 
RE ree AP DR Oy eee TT ay er ee $21,761,700 . $22,150,700 
RMD, 6. cn ob ccodencceeees edicheeewaswamdne 6,401,976 . 6,579,456 
IN iii te eddecueadesenasuwneedonbateds 4,744,442 - 5,213,446 
EEL ST ENT Lm nN 23,241 . 63,658 
SPD GOORIOCS OR GOURORG «6. . o0cc cscccccedccccsessces 113,914,903 - 109,590,334 
Due to trust companies, State, National and private 

Si cccnsnecetanened’ 8s ekonnewees 10,812,056 . 11,692,388 
Due individuals and corporations po al sine banks and 

+ :bAbddebndenneh casks ddeboveceieecesnaese 2,171,845 . 1,506,839 
Due Treasurer of the State of New York.............0- 61,065 . 12,677 
Amount due not included in either of the above heads.. 824,975 .- 666,6 

DT <tcdtsenoe ae ndecbaeseasdaseaiaed 130. 151 
PE i ddtinécetenbckascenansanes $ 160 nee 393 - $ 1571446, 275 


A subject of much interest just now discussed in : ie report is 
the worth of bank examinations. Previous to last May the Su- 
perintendent had no authority for examining into their condition, 
unless he had good cause for suspecting that a banking association 
or individual banker was making incorrect or imperfect quarterly 
returns, Or was in an unsound condition for business. As the Su- 
perintendent states, the fact that he was required to ‘be in posses- 
sion of information of the insolvency of a bank before he could 
direct an examination of its affairs to be made, rendered the pro- 
visions of the law, with respect to inspection, of no practical value ; 
for the power conferred on him could be exercised only at the haz- 
ard of destroying the credit of the bank examined, should the facts 
prove the suspicion of insolvency to be without foundation. Last 
year, however, the Legislature remedied this defect in the law, and 
the Superintendent is now authorized to make examinations whenever 
in his judgment they are necessary. In pursuance of the authority 
conferred by this statute, he says: “A system of regular examina- 
tions has been inaugurated which cannot fail to be of great advan- 
tage to both the banks and their patrons.” Previously the weakest 
feature of the State banking system was the omission of regular of- 
ficial examinations. 
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Now that the omission has been supplied, the banking system of 
New York State is as nearly a perfect system as has yet been de- 
vised. The beneficial effect of examinations will be felt in the cor- 
rection of abuses which may have grown up in consequence of the 
immunity of the banks from regular and thorough investigation of 
their affairs. 

The examinations thus far made under the new law show the of- 
ficers and directors of our State banks, as a rule, have an honesty 
of purpose, a fidelity in administration, and a true conception of the 
real purpose and function of a banking association. In the past, 
with but remarkably few exceptions, the State banks have been pru- 
dently and faithfully managed, and would doubtless continue so 
without regular examinations; nevertheless, it is true that some, 
through ignorance, neglect, or willful violation of law, have brought 
themselves into a condition to require the application of remedial 
measures. 

It is worthy of note that the examinations have developed the 
fact that the strongest and best managed banks encourage the most 
rigid investigation into the condition of their affairs, with a view of 
ascertaining if errors exist, either of omission or commission, and 
when such have been discovered, their officers have been prompt in 
having them corrected. 


_. Why should a State having such large banking interests have been 

so slow in establishing all the safeguards that human wisdom can 
provide for sound banking? Perhaps the controlling voice has 
thought that official examinations were of no value—possibly inju- 
rious even by creating a false security. Though not always as rigid 
and thorough as it ought to have been, nevertheless public super- 
vision of banks in general has been of some value, and, as just 
stated, the best conducted institutions welcome it. They clearly see 
that every additional safeguard and wisely conducted examinations 
have a good effect. With an occasional exception they have been 
conducted so wisely that perhaps less need existed for supervision 
than in States possessing fewer banks, where competition among 
them is less keen, and their conduct is not so closely watched and 
criticized by each other. The history of banking in New York for 
a long period has been highly creditable to all concerned. During 
the last fiscal year four banks were placed in the hands of a re- 
ceiver, and of these, the Superintendent says, it is thought that the 
assets will be sufficient to reimburse the depositors in full, and it is 
also probable that the stockholders will be paid a large percentage 
of the par value of capital stock held by them. 

Another interesting point considered in the report relates to the 
certifying of checks. The Superintendent states that he was asked 
to approve the proposed passage of a bill by the Legislature simi- 
lar to the existing law enacted by Congress. This law provides that 
it shall not be lawful for any officer, clerk, or agent of a National 
bank to certify a check drawn on it, unless the drawer shall at the 
time of certifying the same, have on deposit in the bank a sum 
of money equal to the amount of the check. A fine of not more 
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than $5,000, or imprisonment, is imposed in the event of conviction 
against a bank. The Superintendent does not state clearly whether 
he favors or opposes the proposed law. ‘The custom of cer- 
tifying checks originated with the banks of New York, and the Su- 
perintendent maintains that “the loan of other capital, and experi- 
ence, does not indicate that such loans of credit have been a 
source of disaster to either the banks of the State or the National 
banks.” 


A practice has been inaugurated for the convenience of the cus- 
tomers of certain of the State banks, which is not reprehensible, 
and is a legitimate banking transaction. Due inquiry having been 
made as to the standing and character of their dealers, certain fa- 
cilities are granted. For example, a draft for $25,000 is due at a 
day certain upon the customer of a given bank, who has to his 
credit $6,000. An application is made by him for a loan of $20,- 
000 upon securities that will be attached to the draft; if, upon ex- 
amination, they are satisfactory the bank makes the loan. When 
the draft is presented to the customer, instead of giving a check 
upon the bank, which would doubtless be at once presented for 
certification, thus overdrawing the accounts $19,000, the customer 
accepts the draft payable at the bank. It is thereupon presented at 
the bank, with the securities attached. The bank, having given the 
collaterals due consideration, detaches the same, retains them, and 
then certifies the draft, which goes through the Clearing-house. 
The customer thereupon gives his note for $20,000, with the pre- 
viously-mentioned collaterals attached. This plan may be modified to 
facilitate business and accommodate dealers. It is reasonably safe, 
and, it is submitted, does not call for any criticism from the source 
indicated 


The Superintendent has some remarks on the report of the Comp- 
troller of the Currency pertaining to this subject. Mr. Cannon 
showed that the liabilities of the National Bank which failed in New 
York during the last May panic, were much less than those of the 
State banks and private bankers that failed during the same period. 
The Superintendent says in defence of the State institutions that, as 
a matter of fact, no losses have been sustained by the failure of 
any State bank in New York City during the last year, except pos- 
sibly the Wall Street Bank, and even this will pay its depositors 
in full. He says, too, that the failure of this bank was not due to 
the illegal certification of checks, but theft on the part of one of 
its officers. We should infer from his statements that, on the whole, 
he does not favor the proposed law relating to certification. Opin- 
ion on this subject is sharply divided. One of the reasons why 
several of the National banks withdrew from that system and re- 
organized as State banks was to continue their practice of certify- 
ing. If the State enacted the law proposed and enforced it, the 
very object of reorganizing under the State law would be defeated. 
The banks engaged in the business regard it as safe and legitimate, 
and are determined, if possible, to continue it; and probably if the 





566 THE BANKER’S MAGAZINE. [ February, 


law proposed were enacted, a way would be found for the success- 
ful evasion of it. But the great majority of bankers are certainly 
opposed to the business. No bank should assume a risk so great. 

The last point that we shall notice in this report relates to the 
issue of a bank currency. The free banking system of New York 
was established in 1838. After that time any person could freely 
engage in the business of banking, subject to uniform restrictions. 
The Superintendent says that with a few amendments suggested by 
time, it has become “the model system.” 


Not only will a comparison show that the National Bank Act is 
a transcript of most of the essential features and fundamental prin- 
ciples of the above-mentioned law of 1838, but in 1844 its primary 
principle of separating the issue department from the banking de- 
partment, coupled with the pledge of securities, was adopted by 
the Bank of England when its charter was renewed that year. 

Indeed, I have yet to see any conclusive reason given to sustain 
the theory that the business of Government and the business of 
banking are so identified that it is practically impossible to separ- 
ate these interests. The Bank of England has money due to it 
from the Government, but otherwise it is perfectly independent. In 
times of great National peril any means may be used to maintain 
the honor and integrity of the nation, but in these times of pro- 
found peace a return should be had to the practices, which expe- 
rience has shown to be safe and in consonance with the conserva- 
tive theory of Government. 

Congress may exercise the power, given it by the Constitution, 
of regulating the currency of the country, but the privilege of is- 
suing circulating notes should be given to State banks subject to 
proper restrictions, making such issues co-ordinate in worth with 
gold. Many persons in this State are at this time engaged in the 
business of banking, as free from the control of the banking laws 
as men dealing in merchandise. Such persons perform nearly all 
the functions of an associated bank. It is only where individuals 
come together as associations to carry on a banking business that 
they are amenable to discipline, and having subjected themselves 
to the regulations that experience has demonstrated to be for the 
best interests of all, such associations should receive the legitimate 
benefits naturally accompanying their occupations. 


The source of weakness in the National Banking system, Mr. 
Payne says, is that, to insure its permanence, the National debt 
must remain unpaid, “a debt which ought to be paid, and natu- 
rally will be, within the next twenty-three years.’”’ Of course, if the 
debt is paid, the National bank currency must be retired. He sug- 
gests, however, that circulating notes secured by the deposit of ap- 
proved State and other proper bonds might be issued to duly or- 
ganized State banks subject to suitable supervision, thus insuring a 
National currency. He declares that the credit of most of the 
States and some of the corporate towns and other civil diivisions 
is second only to that of the United States. If their bonds were 
used as a substitute for a monetary circulation, a new demand 
would be created in every State for its bonds, and “the fact that 
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every taxpayer would be interested in maintaining the credit of his 
own State would go far towards making him protect its good name 
as he would his own.” The past history of State credits scarcely 
warrants, we think, such a hopeful conclusion cencerning their fu- 
ture conduct. We quite agree, though, with the Superintendent, 
that however perfect the National bank cir¢ulation may be, we can- 
not afford to pay the interest on the National debt in order to 
maintain that circulation. The debt must be paid as rapidly as our 
circumstances will admit; nor have we the slightest doubt that 
with the experience now acquired in providing a monetary circula- 
tion, a way will be easily found for always maintaining a sound 
money in sufficient quantity to meet all the requirements of the 


people. 


NATIONAL BANKRUPT ACT. 


Ever since the repeal of the last National Bankrupt Act an ef- 
fort has been made to pass another. The defects of that law were 
numerous, though it may be questioned whether Congress would 
not have acted more wisely in amending than in repealing it. In 
view of our past experience in bankrupt legislation, and that 
of Great Britain, it would seem possible to enact a law which 
should prove helpful to the people. It is everywhere admitted that 
creditors do not have a fair chance in the distribution of the assets 
of debtors without federal intervention. So long as State laws exist, 
those living nearest to the debtor, his friends and relatives and 
interested parties, will gain unfair advantages over others. These 
evils can be corrected only in one way. The merchants in many 
parts of our Union, Boards of Trade and other associations, have 
been imploring Congress for a long time to provide relief. Bills 
have been prepared with great care, and submitted to both Houses 
of Congress. The Senate has spent much time on the subject, and 
has passed a bill which it is believed will remedy all the principal 
defects that appeared in the working of the former law. The 
House, however, is disinclined to pass the measure; no good rea- 
sons, however, appear to justify such action. The members doubt- 
less understand perfectly well the sentiment of the business men of 
the country on this subject, and although the Session is very short, 
there is time enough to debate and pass the Senate bill if the 
House were so inclined. It will be difficult for the members to jus- 
tify their refusal to act with their constituency. It is, in truth, one 
of the most pressing measures pending before Congress. Not to 
pass the bill would add to the depression now existing among 
business men. We trust that, after all, Congress will not adjourn 
before enacting this most important measure. 
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GRAIN RATES BETWEEN NEW YORK AND CHICAGO. 


The table on the next page, giving the rates for transporting grain 
from Chicago to New York during the last twenty years, is interest- 
ing. The figures represent a depreciated currency which must be con- 
sidered in making the comparison. The fact must also be noted 
that the actual rates often varied from the schedule rates, which 
are the ones above given. Moreover, the variations were more fre 
quent formerly than they are at the present time. Making due 
allowance for these things, the table clearly shows that the ship- 
per has been getting a pretty regular reduction on his freights 
throughout the period mentioned. If, however, we listened only to 
him, we should probably conclude that he was the worst served man 
on our planet. We all know that while the interests of the shipper 
and transporter are theoretically and in a true sense the same, in 
making contracts their immediate interests are antagonistic. The 
carrier wishes to get the highest rate; the shipper, the lowest; and 
this conflict of interest has always existed, and, for ought we know, 
will exist for a long time to come. If the State should purchase 
the railroads, the shipper would simply deal with a different party; 
whether he would be better served by the change cannot be foretold. 

The contest now going on between the Western farmers and the 
railroads indicates clearly the real animus which moves both parties. 
The farmer is desirous of having the rates reduced because he is 
getting a lower price for his produce than he received a few months 
ago; in other words, he is desirous of having the rates based on the 
principle of what the freight will bear. The railroad companies pro- 
posed this a few years ago when the prices were high, but the ship- 
pers scorned the proposal. It is the old story that prevails in 
business almost everywhere, each party is desirous of getting more 
than half the loaf if possible. Perhaps the transporter can get the 
advantage of his customer in most cases, but let us not lose sight 
of the fact, when considering this question, that the shipper is not 
the possessor of superior virtue. Both parties are alike in that re- 
gard. If the State therefore should interfere, if railroad commis- 
sioners were appointed and rates for transportation established, such 
action could be justified only on the ground of equalizing the profits 
of the twoclasses. If the State could effectively do this, the achieve- 
ment would be truly great and worthy, but the undertaking would 
be exceedingly difficult. Moreover, the underlying principle is far- 
reaching and may be justly applied to all classes. There is no par- 
ticular reason why the State should limit its action or interference 
to these two classes. It is clear, therefore, from this glance at the 
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question that it is of momentous importance, and cannot be solved 
in an off-hand manner. 

The following table is extracted from a recent number of the 
Railroad Gazette: 
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THE NATIONAL SURPLUS. 


The huge National surplus which a short time ago disturbed the 
souls of so many has shrunk to very small figures. They were 
told that the revenues would inevitably fall off, and that we should 
go slow in remitting taxation; but a large class have been strenu- 
ous in their demands for diminished taxation and the abolition of 
the surplus. These disturbed ones were not the millions who are 
paying the Gebt, but the few who are receiving the interest and 
who wish to receive it in the future. A National debt in our 
country ought not to be tolerated any longer than is possible. The 
conditions of our country are so unlike those of the Old World 
that the people will never pay interest very long on public obliga- 
tions with patience. Abroad, the moneyed classes control, and can 
insist on the continuance of a burdensome interest-charge; yet, 
even in some European countries, not a few are beginning to look 
with alarm at the situation. The opinion is gaining more and more 
ground that some of the European National debts will never be 
paid. England is seriously engaged in reducing hers, wisely foresee- 
ing that with the extension of the suffrage the people will be less 
inclined to pay the heavy interest-charge than they have been. In 
Germany, the National debt is not large, and the economical ex- 
penditure, except for the maintenance of the army, might .be wisely 
imitated by other nations. The safety of the debt of France con- 
sists in the diffusion of it among the people. The Spanish debt 
has been repudiated from time to time, and the Russian debt prob- 
ably will be. The Austrian debt is regarded as insecure, while the 
low value of Turkish obligations is everywhere known. 

For several vears our country has enjoyed great prosperity, and 
the people have paid a large portion of the public debt without 
inconvenience. They have had the money to spend, and have spent 
it gladly. They have bought heavily of the Old World, and in so 
doing contributed toward the payment of the debt. But a different 
state of things now exists. The people are buying much less, conse- 
quently the revenues have diminished and the surplus has fallen off. 
Another fact is worth noting in this connection. Our imports even 
now are much larger than they should be. In other language, many 
of the goods imported should be made at home. Were this done 
our revenues would be further reduced. We are inclined to believe 
that our enterprising manufacturers will make further efforts to 
rescue a portion of the trade which is now enjoyed by foreigners. 
There are many things, especially woolen goods and in the metal 
line, which we can make in this country, and as the price of labor 
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and raw materials diminishes, the chances improve for widening 
the field of production at home. There is no prospect, therefore, of 
having such a surplus as we had a few years ago. No need, then, 
exists for troubling the country with plans for reducing taxa- 
tion. The laws may be changed to advantage with respect to the 
mode of collection, but the amount of revenue that is likely to ac- 
crue under the present system will be none too large. It is very 
doubtful if there will be enough to answer the requirements of the 
sinking fund. In any event, in view of the decline that has taken 
place and the prospect of further reductions, Congress need spend 
no time in finding ways for further reducing the revenue. 


THE PENSION BILL. 

Whether Congress will adjourn without passing several heavy pen- 
sion bills remains to be seen. We fear Congress will not stop be- 
fore pensioning all who were engaged in the war whether disabled 
or not, beside providing for the families of the soldiers who perished. 
If the bill for pensioning the Mexican soldiers is passed, Congress 
cannot stop until all this is done. If those who went to Mexico 
to take part in a war of conquest are to be pensioned, though not 
injured by the event, surely those who risked their lives to save the 
Union have a much higher claim for receiving a gift of that kind from 
the people. No doubt, in the various laws that have been passed paying 
bounties and giving pensions to our soldiers, some inequities have 
been wrought which should be corrected, but there is no reason what- 
ever for the colossal expenditure of money on the healthy soldiers 
who took part in either of these struggles. It seems to us that Con- 
gress is not sufficiently mindful of the families of the dead, and too 
mindful of the soldiers who are living. Of course the explanation is 
very simple. The living soldier has a vote; the children and wives 
of the dead soldiers cannot vote. In other words, a very consid- 
erable part of the sum now bestowed as pensions is the price paid 
through the action of Congress by the people for the suffrages of 
the soldier. Of all the forms of bribes offered to men, this is one 
of the most seductive, far-reaching, and dangerous. In the old 
Roman times the State used to buy corn in enormous quantities 
and give it to the people, not simply to prevent riots, but as a kind 
of bribe to gain their good-will and support. The expense was 
borne by the people, and added to their tax bill. 

A large proportion of the soldiers, be it said to their praise, are 
opposed to these gigantic pension schemes. They do not wish to 
be considered as paupers or beggars. They are quite content with 
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the money and the glory they have received; but there is a class, 
the pension agents, who are deeply interested in all schemes of the 
kind. There are firms in Washington who have made enormous 
sums from pension transactions. They are in league with some of 
the senators and representatives in pushing these measures. It is 
easy enough to find a member who will introduce a pension Dill, 
but they are only few in number who dare oppose one. The mem- 
bers understand perfectly well that these measures contain very little 
merit, yet are passed without much opposition. Senator Sherman 
has been one of the strongest and ablest bulwarks against this ir- 
rational legislation. It is said that when the House enacted the 
last great pension law, it was passed supposing that the Senate 
would kill it, and the Senate passed the law supposing the Presi- 
dent would veto it, and the President signed it, saying, if the two 
houses were foolish enough to pass such a measure, on them should 
rest the responsibility. Mr. Sherman was then Secretary of the 
Treasury, and endeavored to show that the measure would prove a 
fearfully costly one, but his arguments availed nothing. Congress 
was determined to pass it, and they probably would have done so, 
even if the exact cost had been fully known at the time the meas- 
ure was before the two houses. 

The Mexican Pension Bill should not pass; not a single argu- 
ment can be advanced in its favor. It is not a measure of justice: 
‘ No one was obliged to go to the Mexican War; the war itself was 
unnecessary. Those who enlisted did so voluntarily, with their eyes 
wide open. Their going and fighting was purely a business affair. 
The Government paid them well, and all the disabled ones were 
pensioned. We perceive no reason why the rest should be pen- 
sioned in preference to those who were engaged in a different busi- 
ness at that time. The time for legislation this session is short, 
and every hour is need for maturing and passing bills of greater im- 
portance. | 
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FINANCIAL FACTS AND OPINIONS. 


The deficiency in the public revenues of $641,384 in December 
to meet the public expenditures, following a deficiency in Novem- 
ber slightly larger, has satisfied everybody that Mr. McCulloch’s 
estimate of a surplus during the current fiscal year of $ 39,000,000, 
besides meeting the sinking fund requirement of $47,620,201, was 
wide of the mark. The surplus for the first six months of the 
year was $ 31,501,864, and we shall be fortunate, now that the de- 
pression has begun to be felt in our foreign trade, if there is 
enough surplus during the last six months of the year, added to 
the surplus in the first six months, to take care of the sinking 
fund. The thing which prudence obviously requires of Congress, is 
to vote down every bill which takes off or reduces any existing 
tax, unless in and by the same bill an equivalent new tax is im- 
posed. The expenditures should also be closely watched. All new 
schemes and projects for spending money should be closely criti- 
cized, and even desirable outlays, unless they are also absolutely essen- 
tial at this time, should be postponed to a more convenient scason. 
The day for hunting up wild expedients for getting rid of an imag- 
inary surplus has gone by for the present. 

In Secretary McCulloch’s report the opinion is expressed, in re- 
spect to the continued coinage of silver dollars, that its “ultimate 
tendency must be to drive the full-valued currency out of circula- 
tion.” The London LZconomist of December 6, commenting upon, this 
opinion, says: 

Although it would take a long period of persistence in the pres- 
ent wrong-headed policy to produce this result, there is no doubt 
that Mr. McCulloch has correctly stated its ultimate issue. 

The available cash balance in the Treasury January I was $ 1I40,- 
811,929, which was only $2,116,227 in excess of the forty per cent. 
reserve which it is the rule of the Department to hold for the re- 
demption of the greenbacks. Mr. Morrison has offered a bill in the 
House requiring the application to the public debt of all monies 
in the Treasury in excess of an available cash balance of § 100,000,- 
000, but we doubt if it will become a law during the present ses- 
sion of Congress. 

Of the whiskey in the possession of the Government, the limit 
of three years, at the end of which the internal revenue taxes must 
be paid, expires in respect to 11,202,146 gallons during January, 
February, March and April. During the remaining eight months of 
this year it expires upon only 3,362,060 gallons. We are near the 
end of the extraordinary receipts from whiskey, arising from the re- 
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fusal of Congress to extend the three years limit. When those re- 
ceipts are over, the total internal revenue will fall off largely. The 
Committee of the New York Produce Exchange on Distilled Spirits 
estimates the total manufactures of new whiskey for the present 
year at only 8,000,000 gallons. 

The London Lconomzst, of December 27, after stating the great 
fall during 1884 in the prices of American railroad stocks in gen+ 
eral, refers to certain stocks, viz., the Pennsylvania, Baltimore and 
Ohio, Chicago, Burlington and Quincy, [Illinois Central and Chicago, 
Rock Island and Pacific, as not having “receded to an alarming 
extent.” It then says: 

Unfortunately, some of these sounder issues are not known in this 
market, although there are few of the really unsound undertakings 
missing from the London List. 

Good American railroad stocks are not likely to be sent to Lon- 
don or any other place in Europe, there being abundance of capi- 
tal here to hold them. Furthermore, while there is an investment 
demand in England for sound, first-mortgage, American railroad 
bonds, there is none for American railroad stocks, which are chiefly 
dealt in by the speculators and gamblers who abound in London, 
Paris and other wealthy cities in Europe, and whose dealings are 
mainly on margins. Europeans, who have heretofore invested money 
in our railroad stocks, are now returning them here for sale. 

Under the Fishery Treaty with Canada, which is about to ex- 
pire under the notice to that effect heretofore given by Congress, 
the results to us would seem to have been ruinously disadvanta- 
geous, according to figures prepared by Collector Babson, of Glouces- 
ter, Mass. Under it we have paid for the privilege of fishing 
inside of the three-mile line from the Canadian shores, in addition 
to the $5,500,000 awarded against us by arbitrators, no less a sum 
than $7,488,000, or at the average annual rate of $624,000 for the 
twelve years of the duration of the treaty, in the shape of the re- 
mission of duties on Canadian fish, which are admitted free. The 
only offset is a catch by American vessels during the twelve years 
within the three-mile line, of 95,480 barrels of mackerel, of a total 
value of $2,100,802. And, furthermore, if Mr. Bolson’s calculations 
are correct, there has not been a single dollar’s profit on this inside 
fishing. But if it was all profit, we have only received one dollar 
where we have paid six. This Fishery Treaty was a fitting sequel 
to the general Treaty of Reciprocity with Canada, negotiated dur- 
ing Gen. Pierce’s administration in 1854, and which Congress, with 
the universal concurrence of public opinion, abrogated at the first 
moment when it became possible to do so. The Gloucester fisher- 
men are not moving a day too soon in sending in their protests 
against reciprocity in fish with Canada on any terms. The itching 
of American diplomatists to make treaties of some kind is so ex- 
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treme, that we are always in danger of having sprung upon us some 
secretly concocted monstrosity. 

The private information received from London confirms what 
comes through public channels, that the financial depression is 
greater in England than in this country, and that as yet there are 
no signs there of returning confidence. The balance of our cur- 
rent merchandise trade is heavily in our favor, $33,000,000 in the 
single month of November, and still continuing to be very large. 
As our net imports of gold are not much in excess of our net 
exports of silver, we must be importing American securities, which 
is an advantageous circumstance, if we do not pay too high prices 
for them. The falling off in our imports and the favorable bal- 
ances of our foreign trade, prove conclusively that our currency is 
not redundant, and that our prices are not too high relatively to 
currencies and prices in Europe. 

The persons who think that the danger of attacks upon this 
country is so imminent, that the creation of a great navy is the 
most pressing duty of American statesmanship, will be somewhat 
relieved by knowing that the London Lconomist, of November 15, 
speaks of the United States as “the mighty Republic which no Eu- 
ropean power, possibly not even coalesced Europe, would causelessly 
provoke.” 

The Italian Chambers were informed in December, by the Finance 
Minister, that since the resumption of coin payments there had 
been withdrawn and canceled bank notes for 231,500,000 francs re- 
deemed in gold, and for 116,500,000 francs redeemed in silver, leaving 
the amount outstanding 252,000,000 francs. During the same time 
-the circulation of Government notes had increased 18,000,000. Alto- 
gether the reduction of paper circulation had been 330,000,000 
francs, or about $66,000,000, which is about two-thirds -of the 
amount of gold and silver borrowed in foreign countries by the 
Italian Government for the purpose of effecting the resumption of 
coin payments. On that statement of the case there was no con- 
traction of the volume of Italian currency, and what has happened 
has been a certain depletion of the metallic currencies of other 
countries. It is said that none of the new gold and silver brought 
into Italy by borrowing has as yet flowed out. So far as it was 
merely substituted for paper previously in use, it produced no infla- 
tion of currency and prices. 

The Greek loan offered in the market by a Berlin syndicate, in- 
tended to raise funds for the purpose of effecting a resumption of 
coin payments in Greece, seems to drag. The London £conomzst, 
of December 13, said that not more than a fourth part of it had 
then been taken. 

The exports of silver from Great Britain to India during the first 
eleven months of 1884, amounted to $35,488,590; as compared with 
$ 28,890,610 during the same months in 1883. 
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The rise and fall in the prices of the merchandise imports and 
exports of France during each year, as compared with the preced- 
ing year, are very carefully ascertained. During the three years 
1881-2-3 the fall of prices was continuous in both imports and ex- 
ports, but greatest in the imports, as shown by the following table: 





Date. Fallin price of tmports. Fallin price of exports. 
a = eaten at a2 ar Ge 8 3—Ss ko wanene 3-7 per cent, 
Je ar ae nF «(6 
BE” centens re 21“ 

10.6 ‘ Fa eal deca 6.4 46 ‘6 


The fall in 1884 is not yet officially ascertained, but must have 
been much greater than in either of the three preceding years. 

The Vienna correspondent of the London LZconxomist of December 
20 is authority for the general statement that of the 1,917 million 
marks of the new German gold coinage (the mark being about 
twenty-five cents ), a good dea! has been exported, and for the par- 
ticular statement that 300 million marks are “known” to have been 
melted down and recoined in the French and Belgian Mints. The 
same correspondent says, in reference to Germany, that “there are 
still great numbers of the old silver thalers in circulation.” It has 
long been understood that two-thirds of the coin reserve of the 
Bank of Germany consist of silver thalers, which have not been de- 
monetized, and are still a full legal tender. 

The Italian Government gave notice, in respect to the interest 
payments of January on the public debt, that sums of fifty francs 
and less would be paid in small silver coins, and that all sums 
above that limit would be paid, fifty francs in such coins, one-fourth 
in gold, “and the rest in notes.” But in that country at the pres- 
ent time all kinds of silver are kept at a parity with gold by lim- 
itation of quantity, while both bank and State notes are kept: at 
the same parity by a redemption in coin. 

Nothing has so annoyed and confounded Europeans, and so pro- 
foundly impressed them with a sense of the financial resources, and 
as a consequence of the power in every respect, of this country, as 
the fact that, within the five years ending November 1, 1884, it 
paid off six hundred million dollars of debt. As a_ protection 
against foreign wars, there can be no manner of doubt that a resolute 
continuance in liquidating our debt will be worth more to us than 
all the navies we can possibly construct. They begin to believe al- 
ready in Europe that our capacity to raise money is exhaustless. 
Thus, the London Lconomzst of December 20, speaking of the pos- 
sible effect of the threatened construction of a Nicaragua canal to 
compel M. de Lesseps to admit the United States to share in the 
control of the Panama Canal, says: 


The confidence of his shareholders will not enable them to meas- 
ure purses with the Washington Treasury, which could waste in 
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one year the whole capital of the Panama canal without incurring 
even a temporary deficit. No private association, even if it has M. 
de Lesseps as chairman, can compete in financial resources with the 
Washington Treasury. 

A member of the United States House of Representatives from 
Kansas, who was interviewed early in January, is reported to have 
said : 

A war would do us good, anyhow. It is the only thing that will 
relieve the stagnation and business depression that prevail every- 


where. 
War brings higher prices both for food products and for manu- 


factured goods. It does this in various ways, but most frequently 
by causing floods of paper money. There are, at all times, classes 
which want war, but they are most active and numerous at periods 
of depression. They constitute a financial danger, because they are 
always sure to throw their weight in favor of schemes and projects 
tending to produce war. 


EFFECT OF ISSUING LEGAL-TENDER NOTES AND 
SUSPENDING SPECIE PAYMENTS. 


[ CONTINUED FROM THE JANUARY NUMBER. | 

The opinion of the Secretary of the Treasury that the banks, 
and not the Government, had been the cause of raising prices, so 
far as they had been affected by increasing the quantity of 
paper money, was shared by many intelligent and unprejudiced 
persons. No one, however, could reasonably doubt that the advance 
in prices the. next year (1863) was caused chiefly by the enormous 
demand of the Government for many things, and by deluging the 
land with paper money. The unsettling of prices is always at- 
tended with loss and suffering. Their stability is one of the condi- 
tions of a true and lasting prosperity; rapid changes mean great 
gains and losses, and do not often occur in a healthy commercial 
society. In earlier times prices were not infrequently changed by 
debasing the coinage. The Kings of France from the time of Louis 
VI., asserted the right to change the rating of the coins when- 
ever they pleased. Philip le Bel was so notorious for doing this 
that Dante was justified in singing of 

* * the woe that he shall pour 
Along the Seine, by uttering coin dehased. 
During the disastrous reign of John, the rating of the livre or pound 
was altered seventy-one times in nine years between 1351 and 1360. 
The evils brought to the French people by these alterations in their 
money standard were terrible; yet our paper money standard changed 
far more than seventy-one times during the four ‘years of war, and 
37 
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frequently afterward until specie payments were resumed. When the 
metallic standard was replaced by the paper one evils immediately 
followed the event, and they increased in number and severity with 
every additional issue of paper money. Throughout the war the evils 
of an excessive paper money were constantly set before the people. 
One of the first to set forth these and also to forget them, was 
Mr. Chase. Of the banks, some of them were opposed to Govern- 
ment inflation, because they feared an increase of prices and other 
evils; others were opposed because they wished to issue all the 
paper circulation themselves. 

_ The question has been often asked whether the bank notes 
which were issued after the suspension of specie payments in place 
of gold withdrawn from circulation, had any effect on prices; in 
other words, were an addition to the circulating medium. In Phila- 
delphia, during the first part of the year 1862, the amount of cir- 
culation was greatly reduced in consequence of the suspension of 
specie payments, but afterward the banks issued a considerable 
quantity of one, two, and three-dollar notes, to supply the place 
formerly filled with specie. In other cities a large addition was 
made to the small-note circulation for the same reason. One bank 
officer maintained that the issue of these notes had no effect on 
prices, because they took the place of the specie which had 
disappeared, He further maintained that the circulation of his 
bank would have been much larger if it had not been checked at 
times by using United States demand notes. It will not be dis- 
puted that the substitution of bank notes for gold and silver which 
had formerly circulated did not affect prices, but the entire amount 
of gold held by the banks at the time they suspended specie pay- 
ments was not in active circulation. The greater portion was kept 
as a reserve, and exercised no immediate influence on prices. After 
the suspension of specie payments the amount of bank notes was 
not reduced much in any State in consequence of that event. The 
subsequent issues by the banks, therefore, so far as they exceeded 
the amount of gold formerly in circulation, were a real addition to 
the currency, whatever may have been their effect on prices. If 
specie payments had not been suspended, what would have been the 
effect of these additions? To some extent, probably, prices would 
have risen. Did that event change the effect of these notes when 
issued ? We think not. 

When specie payments were suspended, gold and silver ceased to 
circulate as money; the former metal became an important article of 
merchandise, and the transactions in it were of the most serious 
.nature. Prices were quoted by the paper standard. Measured by 
this the price of gold fluctuated greatly at different times, but the 
prices of other things did not fluctuate in a corresponding ratio. 
This fact can be easily tested by comparing the rise and fall in 
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the prices of things, including that of gold, with the existing or 
paper standard. The extent of these fluctuations depended on many 
things. The goods purchased abroad for specie conformed more 
nearly in their fluctuations with those of gold than the com- 
modities produced in this country. Too much space would be re- 
quired to trace these fluctuations here; besides, the inquiry immedi- 
ately before us is, how far did the action of the Government, or 
that of the banks, affect the price of gold? Some persons main- 
tained that the banks did more than the Government to cause the 
advance. An intelligent Boston merchant, in the middle of Novem- 
per, wrote, that the Government issues had merely increased the 
circulating medium to a certain extent, though not supplying the 
deficiency caused by the loss of gold as currency. But the banks, 
he further remarked, by increasing their notes and loans, had acted 
unwisely, because they furnished to speculators the means to pur- 
chase gold and to hold it with the expectation of selling at a higher 
figure. In December, 1862, there were special deposits of $ 10,000,000 
to secure loans of this kind. During the entire period of the sus- 
pension of specie payments, when gold was bought and sold, and 
especially for a speculative purpose, the banks aided the specula- 
tors by lending them money secured by a deposit of the gold itself.* 
The banks were severely condemned for thus aiding the gold spec- 
ulators; but, if specie payments had been maintained, gold could 
not have been put on the anvil of speculation. The evils result- 
ing therefrom were so great that Congress attempted to prevent 
speculation in gold and foreign exchange. Contracts were declared 
unlawful for the purchase of gold coin or bullion which was to be 
delivered on a subsequent day, or for paying any sums, either fixed 
or contingent, in default of the delivery of gold coin or bullion; 
or to make a contract on other terms than the actual delivery 
of gold coin or bullion, and the payment in full of the agreed price 
on the day of making the same. The same provision was applied 
to foreign exchange, “ to be delivered at any time beyond ten 
days” subsequent to the making of the contract therefor. All dealers 
in gold were prohibited from selling it “at any other place than 
the ordinary place of business of either the seller or purchaser,” 
and penalties were to be imposed on all who violated the law. 

The Secretary of the Treasury strongly favored the measure. The 
continued advance in the price of gold was attributed by him to 
two causes—the increase of the notes of local banks, and the ef- 
forts of speculators. Not many members of Congress believed that 
gold speculation could be suppressed by law. That these speculations 

**¢Tt is a well-known fact that soon after the suspension of specie payments it was com- 
mon for the officers of banks to loan their credit and irredeemable currency upon gold de- 
posited with them as security; and that bank officers of the City of New York themselves 


became speculators in gold, and also urged the same upon their friends through their banks, 
because it was a safe and certain speculation.’’—7he Price of Gold and the Presidency, p. 5. 
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were harmful to the National credit was denied by no one. The be- 
lief was general that the speculators were a body of men who 
cared far more for their personal gain than for their country Sena- 
tor Chandler, of Michigan, did not hesitate to say that “these gold 
gamblers, as a class,” were “disloyal men in sympathy with the 
South,” and this opinion was shared by many others. 

Nevertheless, the influence which the gold speculators exerted in 
the gold market, as well as the local banks, by expanding their is- 
sues, was exaggerated. Mr. Chase was faulty in his diagnosis of the 
cause of the gold speculation. Many causes contributed to heighten 
the variation. The operations of the Stock Board were only one 
cause, and not always the most important. One of the Senators, 
when discussing the gold bill, stated the causes of the fluctuation 
so well that his words are worth repeating: “It is the immense 
business that your citizens are now carrying on, domestic as well as 
foreign; it is the immense issue of railroad bonds and State bonds; 
it is the immense amouut of bonds which your local corporations 
throughout the whole extent of the United States are issuing for 
the purpose of accomplishing some particular local or general im- 
provement. The whole, in one sense, is a species of currency, by 
means of which the business of the country is being conducted.” * 
A financial publication which looked at the fluctuations from a 
shorter range, said, “The true cause of such changes lies in the 
large volume of paper money, in enhanced prices of commodities, 
in extraordinary importations from abroad, and in the inevitable de- 
mand for all the gold we can produce to liquidate such importa- 
tions.” The speculators were, in truth, less powerful in influencing 
the price of gold than many believed. That class did much, but 
many were prone to look away from the more potent agencies. 
They did not wish to believe that paper money was working fear- 
ful havoc to the morals of the people and the credit of the na- 
tion.” t 

The law was enacted on the seventeenth of June aud lived only 
fifteen days. Born in great doubt, its life, though extremely short, 
was long enough to cause no littke commotion and harm. While 
no one was very hopeful of extirpating or even lessening specula- 
tion in gold by legal process, except, perhaps, the Secretary of the 
Treasury and Senator Lane of Kansas, it was not believed that the law 
could operate injuriously to any person or interest. Yet its opera- 
tion was disastrous. Within a week after enacting the law, the price 

* Globe, April 15, 1864, p. 1,645; B. MaG., Vol. 19, p. 3. 

+‘* The absorption of gold by the public Treasury has aided the object of the speculators. 
The more thus taken from the market, the less remains for the wants of commerce; and it 
s a fair conclusion that the premium upon it will be forced up, just to the extent to which 
speculators can oblige the public to pay for it, through the merchant, who, to supply the 
public, imports merchandise and pays duties upon it. It makes but little difference to him 


what is the rate of gold, so long as the public are willing to pay enough in currency to en- 
able him to buy the gold and realize his profit.”"—7he Price of Gold and the Presidency. 
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of gold had risen thirty per cent. Had this been the first attempt 
to check the evil, Congress might have been pardoned, but that body 
had sought to arrest the rise in the price of gold by authorizing the 
use Of gold certificates, and afterward by granting authority to the 
Secretary of the Treasury to sell gold, but neither of these expe- 
dients had been successful. Congress might have learned from pre- 
vious experiments to limit the rates of interest that a commercial 
law, designed to prohibit what the people are generally determined 
to do, will not only fail but intensify the existing mischief. No truth 
is more clearly set forth in the strong pages of Buckle. In the 
case of the usurer he is unwilling to lend unless compensated for 
the danger he incurs when violating the law.* The gold act had 
the same effect as laws of a similar nature designed to limit the 
rate of money. 

A good financial authority and staunch supporter of the Union 
remarked five days after the enactment of the law, “It is one of 
the most extraordinary and visionary acts of legislation ever passed 
in this or in any other country. So far from aiding the Government 
in its design to put down speculation among brokers and specula- 
tors, it has had, and will continue to have an entirely different ef- 
fect. The rate in Wall Street immediately advanced to 200, 205, 
210, and, in fact, to 225. This gold act is only one more instance 
of the utter uselessness of the attempt on the part of Congress to 
interfere with the ordinary business transactions of a commercial 
city. The cause of the rise in gold does not, did not, arise in Wall 
Street. The cause was in the unwise issue of several Hundred mil- 
lions of paper currency at Washington, and in the enormous import- 
ations following this uncalled for inflation. The Treasury has pro- 
duced this state of things, not the people.” So ineffective was the 
gold act to secure the objects desired, and so detrimental to the 
commercial interests of the country, that a special meeting of the 
Chamber of Commerce of New York was held on the twenty-second 
of June, and a memorial to Congress was prepared, setting forth 
the evils of the law and asking for its immediate repeal. Congress 
had enacted the law with great hesitation, the Senate discussing 
the subject fully; the repeal-bill was quickly passed by both houses. 
It was said at the time that no measure of the Government had 
produced more surprise or more distrust of the administration than 
the gold act. Emanating from the Treasury, and urged persistently 
on Congress by the head of that department, the effects of the meas- 
ure re-acted on the administration with great force. 

Not only was gold pitched into the arena of speculation by the 
suspension of specie payments and the increase of the paper cir- 


* «This compensation can only be made by the borrower who is obliged to pay what is, . 
in reality, a double interest: one, interest for the natural risk on the loan, and another from 


the extra risk from the law.’’—Buckle. 
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culation, but the exportation of gold was quickened and enlarged 
by these events. At the time of suspending specie payments the 
exchanges were running in favor of this country. The rise in the 
price of gold and foreign exchange was first induced by considerable 
orders from the Government for foreign war supplies (which could 
be paid only in gold or foreign bills), and afterward stimulated by 
the return of large quantities of American stocks belonging to foreign 
holders who were frightened. These securities were sold at a heavy 
loss. But gold was sent abroad for other reasons. Enormous sums 
were exported to pay for foreign goods. This continued through- 
out the war. 

The rise in gold began in April, and reached 3734 on the fif- 
teenth of October. These high prices were the result partly of 
speculation, and partly of fear. Many persons who were ignorant of 
the resources of the country, and who had but little or no faith 
in its recuperative power, hastily converted their cash and securi- 
ties into gold, though paying dearly for the exchange. Others, who 
possessed surplus capital, invested in exchange on England and the 
Continent at rates previously unknown in Wall Street. 

One of the effects of issuing legal-tender notes was the legal dis- 
charge of indebtedness without rendering a fair return to the credi- 
tor. It has been maintained that this was one of the greatest evils 
wrought by the act. The paper dollars given in legal discharge of 
debts were worth much less than the specie dollars which debtors had 
received. This is unquestionably true, but were not many creditors 
paid in consequence of enacting the legal-tender law who would not 
have been, had payment in specie been required? By inflating prices 
it was easier for debtors to discharge their obligations. If a farmer 
sold his wheat for $1.50 per bushel, instead of $1.00, the price 
before the war, he would get as much for two hundred bushels 
now as he did for one-third larger quantity in anti-war days. If 
the former price was just sufficient to enable him to pay his ordi- 
nary expenditures, the advance enabled him to pay his debts. 
Thousands of debts were discharged which had been running for 
years, not because debtors were content with their condition, but 
because they could not improve it. Great injustice was perpetrated 
in many cases, but in a far greater number creditors were paid who 
would not have been if prices had not advanced. Governments do 
not hesitate to pass bankruptcy laws whereby debtors are dis- 
charged from their obligations without paying the full amount, and 
sometimes without paying anything; surely the loss which creditors 
sustained in consequence of enacting the legal-tender laws was much 
less proportionally than that of the creditors whose obligations 
were extinguished by the subsequent National bankrupt law. We 


‘think the facts sustain the deduction, that while many creditors 


suffered from the operation of the legal-tender law, a much larger 




















1885. ] EFFECT OF ISSUING LEGAL-TENDER NOTES. 583 


number rejoiced, in receiving money which had long before been 
charged to the profit and loss account. 

But if the legal-tender law was advantageous to this class of 
debtors, it was not to subsequent ones. The Government especially 
was a heavy loser by the advance in prices. A _ part of the ad- 
vance was caused by the enormous demands of the Government. 
War is an extremely wasteful business, and vast quantities of the 
commodities usually produced were demanded beside others, more 
especially arms and other munitions of war. Said a thoughtful 
writer in 1862, “ Before: we blame the banks or the Government for 
all the derangement of the currency, let us ask ourselves whether, 
if the Government spent every day one and a-quarter millions in 
gold coin, it would not cause a great inflation in all values.” The 
writer maintained, therefore, that much of our financial derange- 
ment was the result of the war, in distributing large sums among 
us, and not the result of misdoing. If specie payments had been main- 
tained, doubtless a large advance in prices would have occurred, and 
the public debt would have been correspondingly increased. But 
prices also rose in consequence of the enormous increase of the 
paper circulation. Both causes acted immediately and powerfully to 
enhance prices. Had specie payments been maintained, or had the 
quantity of the paper circulation been less, the public debt would 
have not been so large. Suspension and inflation contributed to 
increase the public burden of indebtedness, the weight of which 
more than one generation will know and feel. Private debtors, too, 
suffered in the same manner as the Government. Their borrowed 
money had less purchasing power than before the inflation of prices. 
The interest account was heavier, the rate, moreover, was often higher, 
but when the principal was finally paid, after prices had shrunk 
back perhaps to the old figures, then the borrower comprehended 
the true cost of an inflated paper money. At first, it seemed a very 
cheap way to get more money, to make paper and print certain 
matters thereon, and when a farmer, for example, borrowed it to pay 
for his farm, and sold his wheat at $1.50 per bushel, he verily 
thought that paper money was a blessing. But when the price of 
wheat which would not have been so great if the rise had been less, 
he then learned the cost of taking greenbacks instead of specie 
when making his loan. Had he borrowed specie, the amount re- 
quired would have been much smaller, and all prices would have 
been correspondingly lower, consequently he could have finally dis- 
charged his debt with much greater ease. This truth became sadly 
clear in the light of the thousands of bankruptcies which occurred 
in the subsequent era of falling prices. 

Another effect of inflating the monetary circulation, it has been 
maintained, was to stimulate subscriptions to the National bonds. 
Did the issue of Government paper money, however, have such a 
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magical effect in this regard as so many imagine? Of course, all 
the notes issued discharged an equivalent amount of public debt. 
When received by the Government creditors—soldiers, employees, 
contractors—they were soon exchanged for other things. Many cred- 
itors bought Government bonds with them. Suppose the Govern- 
ment, instead of issuing notes to its creditors, had issued bonds to 
them in discharge of their indebtedness, would the notes have been 
necessary in that event in order to stimulate subscriptions; surely 
not. But the Government simply issued promises to pay to all 
creditors, and afterward exchanged one kind of promises for another. 
In truth, creditors took various kinds of Government obligations for 
their claims, demand Treasury notes that were not legal tender, 
legal-tender notes, notes running from a few weeks to three years, 
bonds, certificates of indebtedness, in short, whatever the Govern- 
ment gave. Those bearing no interest were often converted into 
bonds, because these were considered the most desirable investment 
of the time. What stimulated the purchase of bonds was not the 
issue of more paper money, but the employment of more men at 
higher wages, the purchase of enormous quantities of goods by the 
Government at exceedingly profitable prices to the sellers, whereby 
they suddenly became the possessors of large means to invest in 
new ways. 

One of the principles which regulate the quantity of money 
needed by a country is the rapidity of its circulation, and a far 
more important one in our time is, how far can checks and bills of 
exchange be used as a substitute. Money is always circulated more 
slowly by the Government than by individuals, yet it could have 
obtained all that was needed without diluting it. When profits in 
business increased, in other words, when the people recovered from 
the depression which existed at the outbreak of the war, and made 
money, they had a surplus for fresh investment. But their subse- 
quent large and speedy profits were the consequence mainly of the 
enormous demands by the Government. During the year 1879 the 
heavy cloud of depression, which had hung over the country for 
six years, passed away and the people once more began to add to 
their wealth. Business everywhere revived, thousands of spindles, 
long silent, gave forth a cheery sound, and many a place was re- 
lighted with furnace-flame. The farmer, too, rejoiced over splendid 
crops, and a better market. The price of almost everything ad- 
vanced, the record daily made in account-books was_ speedily 
changed, profits were entered instead of losses, and large sums were 
accumulated. New railroads were planned, and other colossal enter- 
prises were launched in which this newly created wealth was in- 
vested. That golden wave of prosperity, which rolled over the 
country like the outburst of the ,earth on the return of the sun, 
cannot be traced to a new monetary supply, for there was none. 
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The people had money to invest because they were making money. 
The money loaned to the Government during the first year of the 
war was not drawn from immediate profits; much of it was idle 
capital, like that in the banks at the present time. But the amount 
was not very great. After a short period every man was busily 
and profitably engaged. Fortunes increased rapidly, and from these 
sources the Treasury was replenished. 

The existence of so much paper money, or the fear of its depre- 
ciation, stimulated its circulation. Every addition to the quantity 
increased the use of it, and thereby aggravated the evil of its pres- 
ence. In April, 1864, a Republican member of the Committee of 
Ways and Means touched on this subject in a speech in the House, 
in which he said: “The common impulse has been to get rid of 
the currency of the country. Thus, every man and woman in the 
nation seeks to own something that cannot perish. The manufac- 
turer buys and fills his factory with the raw material, the merchant 
his warerooms with the merchandise with which he is familiar, the 
capitalist his trunk with bonds, mortgages, and stocks; while the 
speculator, watching the advancing tendency of all kinds of securi- 
ties, uses his credit to its utmost tension, trades to the extent of 
millions in local stocks, securities and commodities of the country.” 

The last effect of inflating the circulation to be noticed here, 
was to stimulate speculation. Of course this was due, in part, to 
the sudden increase of wealth, and especially to the sudden crea- 
tion of a rich class of men, Government contractors, and the like. 
But speculation on a stupendous and hitherto unknown scale broke 
out in gold, and spread like a prairie fire to stocks and other 
things. The rapid fortunes that were made by the bold pioneers in 
speculation “stimulated the cupidity of the whole community.” Said 
Mr. Stebbins, of new York, in the lower house of Congress, in the 
spring of 1864: “But few men are to-day disinterested spectators 
of this wonderful mania. Prices have steadily and rapidly advanced 
for more than two and a-half years. It is impossible for this state 
of things to continue without ruin to the people and destruction 
to the Government. This fact is so transparent that it needs no 
argument to prove it.” Prices afterward passed through a long 
period of depression and then recovered, and are falling for a sec- 
ond time; but the fever of speculation, first thoroughly kindled by 
the suspension of specie payments, which prepared the way for the 
manipulation of gold by speculators, and soon intensified by the 
unsettling of prices through the introduction and common use of 
a distrusted monetary instrument, has been raging with increasing 
fury, and is by far the worst foe with which honest legiti- 
mate business has to contend. Of the evil legacies left by the 
war this is one of the worst, and shows no signs of permanent 
exhaustion, There have been short lulls, occasioned usually by lack 
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of means, but the desire to accumulate a fortune in a day, greatly 
quickened if not originating in the early war speculations just men- 
tioned, has not yet been satisfied. On the other hand, that desire: 
so destructive to morality, to good government, to social order, to 
the ordinary and rightful methods of business, is burning more 
fiercely than ever. Enthralled like the legally defined gambler, every 
loss sustained by the speculator, instead of producing a sobering 
effect, excites him to try again in order to retrieve himself, and 
thus the game is continued with increasing desperation, and with 
losing hope of ever stopping until overtaken by bankruptcy or the 
grave. 


STOCK CLEARING. 
[CONTINUED FROM THE JANUARY NUMBEK. | 
THE BANKERS AND BROKERS’ ASSOCIATION. 

Allusion was made on page 432 to an experiment made in clear- 
ing by the New York Stock Exchange in the year 1868. At that 
time the gold clearing had been in successful operation for about 
two years, and the increased facilities acquired by the gold brokers 
through its instrumentality acted as a strong incentive upon both 
the other exchanges to endeavor to secure similar advantages for 
the stock business. (The open board of brokers was at that time 
a powerful rival of the “ regular” exchange.:) 

A company was organized under charter of the State Legislature 
in the name given above with the principal object of conducting 
the business of clearing stocks. The authorized capital was $ 1,000,- 
000, of which $500,000 was paid in. The stockholders were almost 
entirely members of the two exchanges. Any other member of the 
exchanges, however, though not a stockholder, was entitled to the 
benefits of clearing upon payment of the regular rates—twenty 
cents per hundred shares—no discrimination being exercised in that 
respect. 

During the month of May both exchanges adopted resolutions 
which officially recognized the Clearing-house as their agent for 
the settlement of the transactions of their members. Rooms were 
fitted up for the purpose in the building in New Street, between 
Wall and Exchange Place, which occupied the site upon which the 
new part of the Stock Exchange building now stands. 

The method employed was adapted from that just described, the 
only modification being in the form of the balance books or clear- 
ing sheets which was made to conform to the increased number 
of securities to be cleared. The comparison tickets and statements 
were the same, but the balance books had, in addition to the col- 
umns for currency, two columns for each different stock, one for 
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the entry of balances of shares due to the dealer, and the other 
for those due from the dealer to the Clearing-house. 

The Clearing Department of the Association was announced to 
open for business on Monday the 8th of June, 1868, but no 
clearing was made until Thursday, the 11th. The first - clearings 
were made in only three stocks—Erie, New York Central and 
Michigan Southern. The first day’s business was 4,400 shares. The 
work was performed very slowly owing to the want of familiarity 
of the clerks, both within the Clearing-house and without, with the 
details of the work. On Friday, the 12th, 5,000 shares were cleared ; 
on Saturday, the 13th, 16,500 shares. On Monday, the 15th, eight 
more stocks were added to the list: Northwest common, Northwest 
preferred, Chicago and Rock Island, Pittsburgh and Fort Wayne, 
Pacific Mail, Ohio and Mississippi, Reading and Cleveland, and Pitts- 
burgh. It was evident from the very beginning that there was a 
strong opposition in both boards to the new system. This de- 
veloped such strength that on Tuesday, the 16th, a resolution was 
carried in the Open Board rescinding the resolution of May and 
restoring to members the liberty to make their settlements as they 
chose. This was so generally availed of that a few days later the 
Stock Exchange followed with similar action. By the 19th, though 
the Clearing-house still remained open, little or no business was done 
through it, nor thereafter. 

The causes of the failure of this institution seemed to lie en- 
tirely in the method employed. One of the rules required deliv- 
eries of certificates and payments by certified checks to be made 
before twelve o’clock. The creditors in turn did not receive their 
property and money for several hours afterward, and many dealers 
found it difficult to obtain the necessary credits to furnish certi- 
fied checks, with their collateral security locked up in the Clear- 
ing-house. It was claimed that this inconvenience was not suffh- 
ciently compensated for by the advantages gained in other respects. 
But the principal objection made was, that the statements required 
by the Clearing-house exposed to the employees the details of every 
man’s business, a circumstance which gave to any one of them dis- 
posed to use it, an advantage in the stock market which the large 
operators feared. 

The bank was thus obliged to abandon that department of its 
business, but it continued to perform a kind of clearing, such as 
was then and is now done to some extent by private banking and 
stockbrokerage firms. 

These firms require the dealer desiring to have his stocks 
“cleared” to keep a current account with the house clearing. He 
reports to the house, say Smith, Jones & Co., his purchases, and 
on his comparison ticket or tag, which he leaves at the office of 
the seller, writes “deliver to Smith, Jones & Co.” 5S. J. & Co. re- 
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ceive the stock when delivered, give their check for it, and charge 
the amount of the check so paid to the account of the dealer. 
It is then delivered by S., J. & Co. to the party to whom it was 
sold, and the amount of the check received is placed to the credit 
of the dealer's account. If there are no other transactions made 
on the account, the balance shown at the close of the day will be 
as much more or less as the profit or loss made by the dealer 
on his transaction. For this service the banking houses charge 
fifty cents per hundred shares each way; that is, a hundred shares 
bought and sold pays one dollar for clearing. 
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“THE SETTLEMENT.” 

This is the method previously referred to as having been intro- 
duced to the New York Stock Exchange by Mr. Osterberg. It has 
been called a clearing but is only partly such. It is a slightly 
modified form of the method in use in London and several con- 
tinental cities, where it is called by the name given above. Though 
it has not proven satisfactory to the New York Exchange, it has 
been in use for some years by the Philadelphia Stock Exchange, 
where it seems to perform the work satisfactorily to the mem- 
bers. The number of the latter is comparatively small, however, 
averaging about fifty daily, and their transactions are in propor- 
tion. Though the method effects only a partial clearing, it has the 
merit of making settlements in more than one, or a considerable 
number, of different securities. It is a shorter and more economical 
method than the old one, of making separate delivery of each lot 
of stock sold between the original seller and purchaser. In this 
method no certificates of stock or money are received or delivered 
by the “Clearing-house.” That office simply ascertains from 
“statements” furnished it by the dealers the final differences in 
stocks only; the differences in cash are settled outside, between the 
parties direct. 

All transactions to be cleared are, after comparison either orally 
or by exchange of tickets, entered upon a “statement” of the fol- 
lowing form on page 589. 

(The spaces are larger than here shown, the sheet being about 
twenty-four inches wide and eighteen inches long, from top to bot- 
tom.) In the space headed “Name,” the names of the parties 
with whom the transactions were made are entered. The number 
of shares purchased are entered opposite the names of brokers in 
the series of columns under the heading “To Receive,” each under 
its proper heading, and the number of shares sold in their proper 
columns under the heading “To Deliver.” The difference between 
the totals of the two sides of each similarly-headed column will 
show the net number of shares of that particular stock which are 
to be received or delivered, as the case may be. The statement 
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is then folded into the size of an ordinary bond. On the outer 
fold of this (on the back of the statement) the following form is 
printed : 





BALANCES. 
To Deliver. 


West. Union........ iiceteedaeduat | 


Union Pacific. 








etc. 








To this form the difference or balances shown at the foot of 
the columns on the inside of the statement are carried. 

The statements must be sent in to the Clearing-house before a 
given hour—about one o'clock. The clerks then make a transcript 
of the figures appearing on the indorsements to the balance book, 
which is of the following form: 


“ ADJUSTMENT OF BALANCES.” June 5, 1883. 
(or ‘* Clearing Sheet.” ) 











Western Union. 





Number of 


ihe | ° 
TO Receive from poy | To Deliver to 
| 
| 
1} 





Adams & Arnold | 500 || Franklin & Fox......... 


B. Blachwell, ...cccccevves | L000 | G. Gardner 
| 
Caldwell & Co | 100 | Hamilton Sons. 1.00000. 


Demarest & Dean | 2Cco 











E. Ernest | 600 





2400 


If no error has been made, the total number of shares of each 
stock on the side “To Receive,” will be equal to the total on the 
other “To Deliver.” After all the accounts have been thus bal- 
anced, tickets of the following form are made out and signed by 
the manager : 











STOCK CLEARING. 





No. 422. NEw YORK, /une 5, 1884. 


The holder of this ticket is entitled to deliver to 





| i I nn nbd 4 nap ennn ens 00860nndns sd is0seedtpeneeees ceeneens | 
| i CE Cs oi iigiceccevonteasstenrensenaserined Shares. | 
| PPE POO TTTTETTTTTITTT Terrier ire ere Stock. | 
| WE Bic sccvesece per Share. | 


THE STOCK CLEARING-HOUSE. 


Fno. Smith, Manager. 





These are delivered to the sellers upon application at the Clear- 
ing-house, and are to be called for by them before two o’clock. In 
the example of a balance-book account, given on page 590, the 
above ticket would be delivered to Demarest & Dean. Caldwell 
& Co. would receive one on Hamilton & Sons for 100 shares. E. 
Ernest one on the same party for too shares, and one on Franklin 
& Fox for 500 shares; Adams & Arnold one on Franklin & Fox 
for 500 shares, and B. Blackwell one on the same party for 1,000 
shares. The sellers receiving these tickets attach them to the cer- 
tificates of stock they have sold and send them to the parties 
named in the ticket as the purchasers, and receive the purchasers’ 
checks for them. 

In the majority of cases the seller does not deliver his stock 
to the party to whom he sold it, and the purchaser does not re- 
ceive his from the party from whom he bought it. In ninety-nine 
cases out of a hundred, the grzce at which the seller who holds 
this ticket sold his lot, is also different from that at which the 
purchaser, whose name appears on the face of the ticket, pur- 
chased his lot. For instance, Demarest & Dean sold their 200 
Western Union @ 64%, $12,900, but G. Gardner, to whom they 
must deliver, bought his 200 shares from another party @ 63%, 
$12,700. Clearly the sellers D. & D. are entitled to receive $12,900 
for their lot, and it is equally clear that the purchaser G. G. can- 
not be obliged to pay that sum for it, because he contracted to 
purchase it for $12,700 only. How is this difficulty in making a 
settlement to be overcome? 

It is done in this way. An arbitrary price is fixed for each stock 
at the close of the day previous to the “settlement,” and all deal- 
ers notified by posting a notice on a bulletin board of the exchange, 
and by telegraph to all offices having the instrument called “tickers.” 
At this price all deliveries must be made. It is called the “set- 
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tling price.” All the transactions of the dealers must be reduced 
to it by the payment of differences between each two parties to 
each transaction. This is done directly between the brokers’ offices 
without any intermediation of the Clearing-house. If the settling 
price is higher than the actual price at which the sale was made, 
the seller must give his check to the purchaser for the difference; 
if lower, the purchaser must give his check to the seller for the dif- 


ference. 


THE PHILADELPHIA METHOD 
differs from the one just described in a few minor details only. 
One is the form of statement, and another the manner of settling 
the cash differences. 

In this method the “comparison” and the “statement” are con- 
solidated in one form as on page 593. 

The purchases and sales are entered upon this form, and the 
form sent around to the various parties with whom the transac- 
tions were made. These parties sign their names or initials in the 
column headed “Certification,” opposite the entry of the transaction 
to which each one is a party. 

This is the “Comparison.” It is also the “Statement,” but of one 
stock only. Every stock dealt in must have a similar statement. 
To guard against getting entries on the wrong statement, the form 
for each stock is printed on paper of a different color. 

Until recently this exchange made clearances in only seven stocks. 
During the past year it has added five more to the list, making 
twelve now. A single firm doing a general business will, there- 
fore, sometimes have twelve statements to furnish the “ Clearing- 
house’”’ at each clearing. 

These statements are footed and the difference between the total 
number of shares purchased and the total number of shares sold 
is ascertained and brought down. In the cash column the actual 
prices at which the transactions were made are entered, the col- 
umns footed and the difference ascertained and brought down in 
like manner. The value of the shares is then calculated at the 
“settling price,’ and the difference between this amount and the 
amount shown by the statement is the amount to be paid or re- 
ceived by the broker. For instance, A has sold to various parties 
ten one-hundred-share lots of Pennsylvania R. R. stock at differ- 
ent prices from $52% to $53%, and he has bought nine lots of 
one hundred shares each from various other parties at $513 to 
52%. The settling price for the day is, say $52. Now the sales 
side of A’s statement will foot up 1,000 shares, amount $ 52,787.50; 
and the purchase side 900 shares, $47,025. The difference is, 100 
shares to be delivered by A; $5,762.50 to be received by A. But 
when A delivers the 100 sharesj;on the ticket he received from 
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the Clearing-house, he receives only the settling price, $5,200. The 
difference, $562.50, he receives, in this method, from the Clearing- 
house, which lumps all differences, and pays and receives them it- 
self. This seems to be an improvement upon the other method of 
settling the difference in each transaction separately between the 
original parties. 

This explains the meaning of the second line on the upper right 
hand corner of the statement, ‘“‘ Differences must accompany sheets.” 
In the third line the words “Bank due bills” may not be gen- 
erally understood. In Philadelphia the banks do not certify cus- 
tomers’ checks. Instead of doing so the teller receives and cancels 
the customer’s check and issues in lieu of it a “due bill” in the 
name of the bank, or a cashier’s check. It is, however, practically 
the same thing as certifying. 

The Clearing-house ticket is of the following simple form: 





PENNSYLVANIA R.R. 


CLEARING-HOUSE, 
Fune 5, 158}. 
PHILAD’A 
| Stock Exchange. 


(stamp). 





| 
Shares | 


| 








500 














PENNSYLVANIA R.R. 
_ | CLEARING-HOUSE, 
| Fune 5, 188}. (stamp). 


| | PHILAD’A _ , , 
: 7 7 7] 
| memes ee. | Dussell’ South 

















DELIVER | Shares 





Bees B06 ««cécvccece eT . 
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CONDITION OF BRITISH LABOR, 


The American Consul at Bradford ( Eng.) has recently published 
a letter, written at his suggestion by Henry Mitchell, of that city, 
who was connected with its worsted industry as long ago as 1836, 
and has been familiar with it since. His statements as to the pres- 
ent condition of the laborers in that and other Bradford industries 
may be a little too favorable, but they are interesting and worth 
reading. There can be no question that wages in Bradford and 
elsewhere in Great Britain have materially improved within the 
past forty years, thus demonstrating that there is no necessary tend- 
ency in increasing density of population to make the condition of 
laborers worse. 

Mr. Mitchell says: 

Since that time [ 1836-7-8-9 | the wages of spinners have increased 
nearly forty per cent., and of weavers at least twenty-five per cent. 
At the present time the earnings of our operatives are about ten 
per cent. less than at the highest point, which was probably reached 
in 1871 or ’72. 

All orthodox Englishmen believe that the advance of their com- 
merce and manufactures, which commenced about 1850, is ex- 
plained by the free-trade measures, of which the repeal of the corn 
laws was the most conspicuous. They refuse to see that the ad- 
vance during the same time was equally great in France and other 
countries which adhered to the protective system, and that the real 
cause was the stimulus given to trade and industry by the great 
gold discoveries in California and Australia. 

Mr. Mitchell claims that, during the past two or three years, more 
advance has been made in Bradford than ever before in improving 
and diversifying its products, which he explains as follows: 

This improvement may be attributed to the rapid progress of 
education, and to the fact that operatives are both intelligent, sober 
and industrious. We have excellent elementary schools all over the 
borough, and have recently established a Technical College, in which 
our overlookers and managers are receiving a first-rate education in 
all those branches of art and science which have a direct bearing 
upon our industries. 

British workmen, skilled and unskilled, have great merits, but, as 
a general fact, sobriety is not one of them. The cases like this one 
of the Bradford workmen, if it is correctly described, are excep- 
tional. There can be no doubt, however, that the manufacturing 
skill and power of Great Britain are not in a state of decadence, 
but are wonderfully active and progressive, and that their compe- 
tition in the markets of the world is something which we shall not 
find it easy to overcome. The English have trained skill, perfect 
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machinery, enormous wealth, an established system of commer- 
cial agencies, and labor now a good deal cheaper than it is in the 
United States, and which can be still further cheapened before the 
starvation point is reached. There is nothing attractive in a struggle 
in the world’s markets with the competing manufactures of Great 
Britain, Belgium, Germany and France. The best field for a long fu- 
ture is the home market, which is not yet fully supplied, as it ought 
to be, by our own domestic manufactures. 

Upon the effect of the British legislation, enforcing a shortening 
of the hours of factory labor, which was carried in spite of the op- 
position of John Bright and of the great body of free-trade doctrin- 
aires, Mr. Mitchell says: 

Forty years ago the hours of labor in our factories were seventy- 
two per week, and a very small number of our operatives received 
any education, except those working half time; now the hours are 
reduced to fifty-six and a-half. per week, and all are compelled to 
go to school until thirteen or fourteen years of age. Although the 
hours of labor have been so much reduced there has been no per- 
ceptible falling off in the production of goods, as the speed of 
machinery has been increased and the hands are able to give more 
attention to their work and to turn out as much as at any former 
period. There has also been a very marked decrease in the mor- 
tality of both children and adults, and Bradford is now considered 
one of the healthiest manufacturing towns in the kingdom. 


Won PD - 


NEGOTIABLE INSTRUMENT—CHECK—PRESENTATION FOR PAYMENT—FAILURE 
OF BANK.—The presentation of a check to the bank on which it is drawn 
must be made within a reasonable time, taking all the circumstances into 
consideration ; but where the check is given in a rural district, twenty miles 
distant from the place of payment, and not in time to reach the bank be 
fore it closed that day, and pressing business prevents the holder from pre- 
senting it the following day, and, the next day being Sunday, on Monday 
morning it is placed in the local bank for collection, the delay is not un- 
reasonable, and if the bank, has failed the holder may recover the amount 
of the check ‘from the drawer. Phanix J/ns. Co. v. Allen, 11 Mich. 501; 
Nutting v. Burked, 48 id. 241. | Frieberg v. Cody, Mich. Sup. Ct.] 

CONTRACT — GUARANTY — CONSIDERATION—STATUTE OF FRAUDS — COLLAT- 
ERAL.—Defendants guaranteed, in writing, the return in six months of cer- 
tain bonds loaned by plaintiffs to the R. I. M. Co. The bonds not having 
been returned, and defendants having been informed that plaintiffs intended 
to sell them upon the guaranty, verbally agreed that if plaintiffs would 
recover a judgment against the company, they would take an assignment 
thereof, return to them the bonds and pay the costs. Plaintiffs, in pursu- 
ance of the agreement, immediately brought suit against the company, re- 
covered and perfected judgment, and tendered a written assignment thereof to 
plaintiffs, and demanded a performance of the agreement, which was refused. 
In an action upon the agreement, 4e/d, that it was supported by a sufficient 
consideration ; that the performance by plaintiffs of the acts upon which de- 
fendant’s promise was conditioned supplied the place of a previous promise 
to perform. The contract was not within the statute of frauds, and was 
valid and binding. The agreement was not collateral to any obligation of 
the company, but was an original undertaking entered into by the defend- 
ants for their own benefit, and for the purpose of settling the claim the 
plaintiffs had against them on their original guaranty, and obtaining such in- 
demnity as they could by a judgment against the company. [ Beckwith v. 
Brackett, N. Y. Ct. of Appeals. ] 











HOUSE DEBATE ON THE MCPHERSON BILL. 


HOUSE DEBATE ON THE McPHERSON BILL. 


We have space for only a few of the more weighty ideas that 
were expressed during the debate on the bank bill. Mr. Hewitt, of 
New York, made a very brief speech, which we are sure will interest 
our readers; so, too, will the letter of ex-Comptroller Knox, ad- 
dressed to Mr. Wilkins, of the Committee on Banking and Cur- 
rency, in response to one asking for his views on the subject. 


Mr. Hewitt said that he was opposed to this measure, not be- 
cause he was either the friend or the enemy of the banks or the 
banking system. He looked upon banks as a part of the machinery 
with which the business of the country is carried on. They would 
not exist if they were not useful; and his only concern in regard 
to the banks is that the machinery shall be kept in good order so 
that it will run. But this bill would not, in his judgment, contrib- 
ute to the public welfare, although it might add to the profits of 
the banks, in regard to which we had no other concern than not 
to deprive them of the opportunity of making enough profit to in- 
duce them to serve the public, so long as the, public should re- 
quire their services. 

I have, he continued, no concern in these profits. This 
house has no concern in these profits. The only question is 
whether the operations of commerce will be promoted or dam- 
aged by the passage of this bill. I think they will be dam- 
aged. Therefore, I am against the bill. It proceeds upon a false 
assumption, which has been repeated many times in the course of 
this debate. It proceeds upon the idea that there has been during 
the last year a contraction of the currency. There has been no 
such contraction. [I hold in my hand the report of the Comptrol- 
ler of the Currency. On page fourteen he estimates that the net 
decrease of bank circulation has been $24,170,676. But it is a re- 
markable fact that the increase in the coinage of silver represented 
by silver certificates (which are currency) during the same period 
was exactly $24,000,000. The bank currency, therefore, that has 
been retired was driven out of circulation by a currency of supe- 
rior circulating power, and it lost its place in the circulation of 
the country, because there was no use for it. We want circulation 
when we have an active business. The circulation of this country 
prior to the past fiscal year, was adjusted to a very large volume 
of business. 

Naturally, in time of depression, when prices are low, the amount 
of money required to make the exchanges is reduced. And not 
only were the twenty-four millions driven out by another currency 
which took its place, but by the last bank statement in the city of 
New York it appears there were $47,000,000 over and above the le- 
gal reserve required for the security of the bill-holders of this 
country ; $47,000,000 lying idle because the productive power of the 
country has been paralyzed and is standing still. 

This bill, if you pass it, will authorize the issue of $32,000,000 of 
additional currency to be added to the $47,co0,000 for which to-day 
there is no profitable use. You will say it will not be issued if 
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there is no use for it. But that is a mistake. It does not cost 
the banks, who have got the bonds lodged in the Treasury as se- 
curity, one dollar to take this $30,000,000 into their possession ; 
and it is more than you can ask of human nature to resist the temp- 
tation to take possession of $30,000,000, which, if it cannot be 
loaned at six per cent., can be loaned at five per cent., or at three 
per cent., or at two, or even one per cent., as it is to-day being 
loaned at call in the city of New York. 

This bill then gives us expansion when we need contraction. Will 
it give us expansion when we need expansion? The test of the 
merit of this bill is then to be applied. When shall we need this 
expansion? When business revives? Heaven knows when that will 
be: certainly not until many obstructions created by the existing 
tariff laws to the free course of trade shall be removed. But when 
this revival comes, whether it be in two years or in three years 
hence, will the passage of this bill have prevented the payment and 
retirement of the bonds upon which the bank circulation is 
based? No, sir; the surplus in the Treasury under the McPherson 
bill must be invested, day by day and month by month, in retiring 
the principal of these bonds. And hence, when the time comes 
that we shall need bonds to get new issues of money, the bonds 
will have been paid off and canceled, and the injury we have been 
seeking to avoid will have been accomplished beyond redemption. 
It is for that reason that I oppose this bill. 

I confess that. I advocate the substitute offered by my col- 
league from. New York [Mr. Potter], not because I think either of 
the bills is of such immediate or transcendent consequence as the 
banks contend, and as the advocates of these measures in this 
House would try to have us believe. But what the Potter bill ac- 
complishes is this: It takes the surplus money in the Treasury and 
uses it for reducing the rate of interest. In other words it antici- 
pates a portion of the interest for which it gets full compensation 
in the reduced interest on the debt, instead of using it for paying 
off the principal of the bonds. The mathematical calculation shows 
that the Government will be the gainer by this process. But the 
great advantage which this plan offers to the mercantile community 
is that the principal of the bonds will still remain as the basis for 
circulation when needed. The debt consists of the principal and 
the interest. We shall have disharged the interest, and the princi- 
pal will remain as the basis for banking. 

My colleague [Mr. Cox] asks me to explain a little more fully— 
I certainly had not intended to explain it at all—the process by 
which the United States, in anticipating the interest on the bonds, 
that is, the reduction from four and a-half per cent. and four per 
cent. to two and a-half per cent. by the Poiter bill, would make a 
profit. The reason is this: When you pay a debt before it is due, 
and the interest is a debt which the Potter bill proposes to pay 
before it is due, to the extent of two per cent., we get a discount. 
That discount is realized by the Government in the shape of a re- 
duced rate of interest, thereafter payable on bonds. The saving in 
interest thus made leaves in the Treasury a sum in cash which 
otherwise would have been paid out for interest. The sum thus 
saved, if invested quarterly at the rate of three per cent. per an- 
num, will produce an amount equal to the. compensation paid to 
the holders of the bonds for reducing the rate of interest to two 
and a-half per cent. Practically the Government gets three per 
cent. upon its advances, and pays two and a-half per cent. on its 
debts, and thus makes a profit. 
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Now, when my time expired I was about to call the attention of 
the House to the contingency when contraction, severe and 
griping, will come upon this country. That day I cannot predict, 
but within one year, within two years, within three years, at latest, 
it will come without notice like a thief in the night. That day 
will be when, by the steady coinage of silver and the issue of sil- 
ver certificates, this country shall pass from a gold basis to a sil- 
ver basis in the commercial transactions of its citizens. That day 
is as inevitable as the day of judgment, and when it comes, then 
every dollar of gold in the Treasury and in the banks, and in 
the possession of private individuals, will be hoarded. It is esti- 
mated that the gold of the country amounts to $610,000,000. In 
one day that six hundred and ten millions of gold will disappear 
from the circulating medium of this country. It will not be lost; 
it will not be stolen. It will cease to be money. 

Mr. Warner, of Ohio—Where will prices go then? Will not prices 
shrink ? 

Mr. Hewitt, of New York—Prices will shrink, fortunes will shrink, 
a financial earthquake will open gaps greater than those that Spain 
has just seen, and we shall be plunged, rich and poor alike, into a 
common ruin. 

Mr. Warner, of Ohio—Will not gold come in then? If prices 
fall to the degree which the gentleman predicts, will not gold come 
in from other countries as fast as ships can bring it? 

Mr. Hewitt, of New York—The difference between the commer- 
cial value of gold and silver will make silver the standard of value, 
and the ships of which the gentleman from Ohio speaks will come 
back loaded with the silver of all the world to be tumbled into 
our reservoir, in exchange for the gold thus driven from circula- 
tion. Our greenbacks will then be redeemable in silver, the interest 
on our debt be payable in silver, and all private obligations not by 
contract expressly made solvable in gold will be discharged in sil- 
ver. 

The losses will be teriffic, and business will for a time come to 
a standstill. Then will come from every quarter of the land a wail 
of distress and a demand for more money. Congress will respond 
to the public demand, and, exercising its new-found power of issu- 
ing legal-tender notes in times of peace, will supply circulation equal 
to the wants of trade. No deliberate body can convert itself into 
a bank of issue without bringing on a suspension of specie pay- 
ments. It was so during the Revolution. It was so during the war 
of the rebellion. It was so in France, in Germany, Austria, Italy, 
wherever the issue of paper money has depended upon the will of 
the legislature responsive to the clamor and the sufferings of the 
people. 

Mr. Knox’s letter read as follows: 

“This bill passed the Senate during last session by nearly an 
unanimous .vote, many Senators who had previously opposed similar 
measures voting in favor of this. Other bills providing for the 
funding of the four and four-and-a-half-per-cent. bonds into two 
and a-half or three per cents. have been under discussion in the 
Finance Committee of the Senate for more than two years, and 
have failed to obtain a favorable report. One other measure pro- 
viding for a greater rate of issue than par upon bonds deposited 
was debated in the Senate and defeated, the McPherson bill after- 
ward passing the Senate by a non-partisan vote. This bill author- 
izes either an increase of circulation upon United States bonds, de- 
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posited with the Treasurer, of ten per cent., or authorizes the with- 
drawal of ten per cent. of the bonds at the option of the banks, 
Thus a bank having $100,000 of United States bonds on deposit 
with the Treasurer may increase its circulation from $90,000 to 
$ 100,000, or it may withdraw $10,000 of its bonds and dispose 
of them, still retaining the same amount of circulation as at pres- 
ent. 
“The whole amount of three per cents. outstanding on the first 
of January, 1885, was one hundred and ninety-six millions, of which 
the banks hold one hundred and forty-seven millions as security 
for circulation. As these bonds are called, fours or four and a-halfs 
must be substituted or the circulation reduced. The banks hesi- 
tate to buy other bonds at the present high rates, and are there- 
fore rapidly reducing their circulation to the minimum point; that 
is, to an amount equal to one-fourth of their capital or less, as 
provided by law; but if the McPherson Bill shall pass, increasing 
the amount of circulation from ninety to Ioo cents on the dollar, 
the banks will generally substitute other bonds for those which are 
called. It is not probable that the circulation will be largely in- 
creased, but the passage of the bill will have the effect to prevent 
any rapid reduction in National bank circulation. Some of the banks 
will dispose of ten per cent. of their bonds which are released by 
the operation of the bill, while others will increase their circulation. 
The price of the bonds in the market will not, therefore, be mate- 
rially changed nor the aggregate bank circulation be largely increased 
at present. The bill will, however,do much good in the future, for 
as the time for payment of the fours and four and a-halfs dimin- 
ishes the value of the bonds will also diminish, and they will be 
purchased by new banks as well as by those already organized, for 
the reason that the premium will not be large and that circulation 
can be obtained upon them for the par value thereof. The banks 
will thus probably come into possession of a sufficient amount of 
the fours to maintain their circulation for the next twenty years, 
thus perpetuating the National banking system with a slightly 
increased circulation and without much inconvenience to the 
banks. 

“The prompt passage of the bill will have a good effect upon the 
business of the country. Many of the banks have suffered losses 
during the present financial crisis, and such institutions will appre- 
ciate the relief afforded by the provision of the bill adding ten 
per cent. of the amount of bonds held by them to their available 
funds. The passage of the bill by the House by a non-partisan 
majority like that which it received in the Senate will reassure the 
country that the policy of the new administration toward the banks 
is not to undergo any sudden change. During the present depres- 
sion such an assurance is needed, and cannot fail to have a bene- 
ficial effect upon every business interest. The pending measure, 
which is simple in its provisions, originated with a leading Senator 
in the Finance Committee of the Senate, who is an influential mem- 
ber of the party which is to control the incoming administration, 
and is the only financial measure now before Congress which is 
likely to pass during the present session, and its passage will be 
hailed by the business men of the country as one step toward 
furnishing the relief needed to remove the business depression, 
and its future effect will be much greater than is generally sup- 


osed. 
ee The banks in this city hold but a small amount of bonds upon 
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which circulation is issued, and are not therefore interested directly 
in the question; but they are the correspondents of all the smaller 
banks in the country, and it would be an ungrateful act upon 
their part to oppose a measure now pending in Congress which will 
afford but moderate relief to their correspondents. 

“A similar bill to the refunding measure now pending was rec- 
ommended by the Comptroller in his report for 1882, and has been 
fully discussed by the Finance Committee, and I am informed by 
members of that committee that there is no probability of such a 
measure, even if it should pass the House, being reported by the 
committee during the present session. The McPherson bill, on the 
other hand, has already passed the Senate and been reported upon 
by the Committee on Banking and Currency. It has been repeat- 
edly recommended by the President, Secretary of the Treasury, and 
other officers of the Government, and a day has been fixed for its 
consideration, and it now only requires the vote of the House to 
insure its enactment. 

“The two bills should not be allowed to antagonize. They are 
not inconsistent with each other. If the Potter bill should be 
,adopted as a substitute for the McPherson bill, the defeat of both 
measures is certain. Let each bill stand upon its own merits. 

“JT earnestly hope that the McPherson bill, which is the only 
measure which has a reasonable chance of becoming law during 
the year upon which we have just entered, will receive the vote 
of the House, and that the Potter refunding bill will receive favor- 
able consideration from the next Congress.” 





> - ——_ -- - 


GOVERNMENT ACCOUNTS AND DEFAULTERS. 


The following description of the mode of settling Government 
accounts and of finding out who are defaulters is taken from the 


Chicago Times: 

Until his final accounts are adjusted, a disbursing officer is always 
indebted to the Government, and yet the statement of his indebted- 
ness to the Government as though it were a default would be mis- 
leading. The Secretary of a Territory, who is a disbursing officer, has 
occasion to pay some of the expenses of the Legislature. He makes 
a requisition on the treasury for $1,000. The warrant is issued, and 
he is charged with that amount in the first Comptroller’s office. 
He pays the money out, and sends his vouchers to the first audi- 
tor. The first auditor holds up vouchers amounting to $100, 
because he wants more information regarding their lawfulness. The 
day arrives for enumerating persons indebted to the Government. 

The first auditor’s books show that this Territorial Secretary 
owes $900 to the Government. The first Comptroller's books show 
that he owes $1,000. The charge of $1,000 against him has not 
reached the registrar yet, so that on his own books the Territorial 
Secretary owes nothing. According to his own information the first 
Comptroller would .report the officer as owing the Government 
$1000, and yet he probably did not owe a cent, having lawfully 
expended all the money advanced to him. 

The longest, most detailed and most involved accounts are those 
of the marshals. A marshal turns in vouchers of several thousand 
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doliars, expended mostly in small sums. The first auditor looks 
over the bills and doubts the legality or honesty of certain items. 
He makes up a list of differences, as it is called, showing the items 
presented by the marshal which the auditor objects to or is in 
doubt about. This list is sent to the marshal with an invitation 
to him to explain. It probably took him several weeks and per- 
haps several months to make up his accounts in the first place. 
They waited a month, more or less, in the first auditor’s office be- 
fore they were reached. It took the clerks some weeks to get up 
the list of differences. When the marshal receives the list he has 
got to get explanations of the items and evidence of the circum- 
stances under which they were incurred from men in all parts of 
the judicial district. It takes him weeks, possibly months. He 
sends on his explanations, which are satisfactory to the first auditor 
on part of the items; as to others he wants more information, and 
there is more correspondence with the marshal. This takes time. 
Finally he gets all the information he wants, and makes up his 
mind what items to allow and what to disallow, and sends the ac- 
count to the first Comptroller. Here there is an entire new re- 
vision of the account. Some items allowed by the auditor are dis- 
allowed, and some which he disallowed are allowed. There is more 
correspondence with the marshal. More explanations are made by 
him, and more evidence is sent to the first Comptroller. Finally, 
a conclusion is reached and the account is certified to the registrar, 
who is the bookkeeper for the nation. Meanwhile, years have been 
consumed in trying to find out whether the marshal owes the Gov- 
ernment or the Government owes the marshal. Ina very simple 
case of a small disbursing officer—a Territorial Secretary—the ac- 
counts were not closed till the Secretary had been out of office 
fourteen months. Ex-Marshal Douglas, of North Carolina, has been 
out of office nearly four years and his accounts are still not closed. 
Stillwell H. Russell is in the penitentiary for large embezzlements 
while he was marshal of a Texas district. His sentence will ex- 
pire before the Treasury officials find out exactly how much he owes 
the Government. 

How are defaulters ever discovered ? may be then asked. By special 
agents of the Treasury and the secret service; not by the regular 
auditing officers of the Treasury except in very rare instances. 
The following extract from Comptroller Lawrence’s report for 1881 
is of interest in this connection. It shows that the Secretary of 
the Treasury has never fixed a period of time within which ac- 
counts must be settled, and it shows that the corrupt Democratic 
party did make a report of officers whose accounts had remained 
unsettled for three years, and that the grand old party of moral 
ideas, as soon as it got possession of the Government, stopped mak- 
ing these reports: why, Judge Lawrence does not know. He also 
notices that the law calling for an annual report of defaulters was 
left out of the Republican revision of the statutes, made chiefly by 
George S. Boutwell, but he does not pretend that it was ever re- 
pealed. 

Comptroller Lawrence says: “The first Comptroller is required 
by section 272 of the Revised Statutes to ‘make an annual report 
to Congress of such officers as shall have failed to make settle- 
ment of their accounts for the preceding fiscal year, within the 
year, or within such further time for settlement as may have been 
prescribed by the Secretary of the Treasury.’ This requirement, is 
taken from section 13 of the act of March 3, 1817, providing for 
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the prompt settlement of pubiic accounts. J cannot find that 
it has ever been complied with, and I presume that the non-com- 
pliance has been caused by the impracticable nature of the require- 
ment. No disbursing officer can, within the year, make settlement 
of his accounts for such fiscal year, and no time for settlement is 
prescribed by the Secretary of the Treasury. Besides the considera- 
tion that a strict compliance with the act of 1817 was impracticable, 
it was probably thought that the reports made in conformity to section 
3 of the act approved March 3, 1809 (2 Stats., 536), contained sub- 
stantially the information called for by the act of 1817. Said reports 
showed the accounts which had remained more than three years 
unsettled. They were discontinued in the year 1860; for what rea- 
son [ am not advised. The law which required them is not con- 
tained in the Revised Statutes. 

There are some interesting points about this resolution. Senator 
Davis of West Virginia, in January, 1876, offered a resolution invit- 
ing the Secretary of the Treasury to tell the Senate why the law requir- 
ing an annual report of defaulters was not obeyed. It went to the 
finance committee, and Senator Sherman reported a substitute, call- 
ing on the Secretary for a statement of delalcations from 1830 down 
to date, and this was adopted. The Secretary sent in his report 
in June; instead of ordering the interesting record printed, the 
Senate referred the question of printing it to the committee on 
printing. Senator Anthony reported adversely, but recommended the 
printing of an abstract of it, which was available as a campaign 
document for the approaching Presidential campaign. It stated the 
receipts and expenditures in different branches of the Government 
by administrations from 1830 to 1875, and then summed the whole 
thing up in two periods, one from 1834 to 1861, and the other 
from 1861 to 1875. With certain fluctuations there was a steady 
decrease during this entire period in the losses to the Government, 
the cause presumably being improved methods in the Treasury and 
greater watchfulness as the result of experience. But, of course, the 
period of 1834-61 represented almost exclusively Democratic admin- 
strations, while the latter period was that of Republican adminis- 
tration. Consequently, though the ratio of losses diminished during 
the whole forty years, the footings into an earlier Democratic and 
a latter Republican period showed a very high ratio of loss under 
Democratic adminstrations and a very low ratio of losses under 
Republican administrations. Some idea of the value or worthless- 
ness of these statistics may be formed from the fact that the 
star-route frauds and Robeson’s reckless expenditure of naval funds 
could not appear in such a tabulation at all. 

“There must have been some doubt as to the meaning of section 
13 of the act of March 3, 1817 (3 Stats., 366.) At the time of its 
passage the annual appropriations were made ‘in and for the cur- 
rent calendar year, e.g. the ‘Act making appropriations for the sup- 
port of the Government for the year one thousand eight hundred 
and seventeen’ (3 Stats., 352), was passed March 3, 1817. The re- 
ports of the Comptroller required by section 13 of the ‘Act pro- 
viding for the prompt settlement of public accounts’ (3 Stats., 368) 
were to be laid ‘before Congress annually, during the first week 
of their session.’ From this it is clear that the reports could not 
have been intended to cover the calendar year in which they were 
made; and it might be inferred from the terms of section 6 of this 
act that the reports required were intended to cover accountability 
accruing in the preceding calendar year, which was not settled dur- 
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ing the year in which the report was to be made. Section 13 did 
not limit absolutely the settlement of accounts within each calendar 
year to which they pertained. The Secretary of the Treasury might 
extend the time; and if settlements were made within the follow- 
ing year, and before the time of reporting to Congress, such set- 
tlements would not have been considered cases of delinquency. 

“On the goth of February, 1876, the Senate, by resolution, called 
for a special report of all delinquent public officers. This shows 
that the attention of Congress has been directed to the fact that 
the Comptroller had ceased to make the annual reports above 
mentioned.” 


RAILWAY COMMUNICATION IN INDIA. 


The Committee appointed by the British Parliament to investigate 
the state of railway communication and report as to the necessity 
of increased expenditure on railroads in India has just issued its 
views on the subject. The following article taken from the London 
Times gives the substance of the report as rendered: 


The Committee, in its report, recapitulates the chief recommenda- 
tions of the Committee of 1878-9, which, in brief, were—first, that 
loans for the future should be spent upon productive works, and, 
second, that the loans for such works should usually be raised in 
India. The Committee of 1878-9, however, made no provision for rail- 
way extension; the guarantee system, in fact, was at that time treated 
as expiring. The proposed policy of the Government of India is to 
leave to private enterprise those lines which are commercially most 
attractive, and to construct either directly by the State, or indirectly 
through the agency of companies, those which are, relatively speak- 
ing, unprofitable, but which they consider to be indispensable for 
protection against famine, or for other urgent purposes. In criticism 
of that policy the Committee points out that it implies a complete 
inversion of the regulations hitherto in force, as indeed was stated 
by the Government of India; for loans would be applied to unpro- 
ductive works, and the famine grant would in part be used as in- 
terest on borrowed capital; and they proceed to sum up the grounds 
on which the various witnesses have urged the more rapid construc- 
tion of railways. 

These grounds are set forth under thirteen heads. In the first 
place there is the necessity for increasing the works likely to pro- 
tect the country against famine, General Strachey and Sir James 
Caird having given it as their opinion that there is no other means 
of saving life in time of famine so efficient and economical as rail- 
ways. Next may be placed the development of the internal trade 
of India, with the result, among others, of reducing the price of 
salt and other necessary articles of consumption. Another point on 
which stress was laid was the rapid development of the export 
trade in recent years, especially wheat. Of this fact the tables of 
export show striking proof, the average annual value of the exports 
having risen from /£ 57,770,000 in the period from 1864 to 1868, to 
£69,980,000 in that from 1879 to 1883; while in 1883-84 the exports 
amounted to £ 88,076,000. In regard to the exportation of wheat in 
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particular the development of the trade has been even more re- 
markable, the quantity having risen from an average of 4,544,000 
cwt., valued at £ 1,951,000, in the five years from 1876-77 to 1880- 
81, to 19,901,000 cwt., valued at £-8,870,000, in 1881-82, and to 20,961,- 
ooo cwt., valued at £ 8,880,000, in 1883-84. Again, the improvement 
which has taken place in the credit of the Government of India 
in the London money market would enable it now to borrow the 
requisite capital at a much cheaper rate than was formerly the case, 
and if guarantees have to be given to companies it is no longer 
necessary to offer the high rate of five per cent. formerly given. 

On the other hand, the Committee deemed it necessary to specify 
various reasons which seem to point to caution in incurring a 
great expenditure in the rapid development of railways. Among 
these, the difficulty of raising money in India was set before the 
Committee, especially by Mr. Hardie and Mr. Westland, who esti- 
mated that not more than a crore of rupees (£1,000,000) each year 
would be subscribed in India for permanent holding, as an invest- 
ment in that country, and therefore, since the bulk of the funds 
for railway investment would have to be found in England, the 
possible loss by exchange must be accepted as an element of risk 
either to the Government or the investor. Great objection, in the next 
place, is felt by some to any measure that shall divert from its 
primary object any portion of the famine insurance provision. One 
point on which great stress was laid by the official witnesses was 
that the proposals for an extension of the railways are contingent 
upon their involving no new taxation; while, again, the maintenance 
of the rigid distinction between productive and protective lines was 
said to hinder the application of borrowed capital to the very 
lines which are most needed as a protection against famine. 

The Committee, having given the most careful consideration to the 
arguments thus summarized, consider the evidence in favor of a 
more rapid extension of railway communication to be conclusive. 
After giving it as their opinion that all the leading trunk lines, with 
their principal feeders, should be on the broad gauge, the Com- 
mittee observe: 

In considering the means by which a more rapid extension of railway 
communication may be accomplished, your Committee have given 
great attention to the merits of State operations as compared with 
construction and working by the means of companies; and they are 
of opinion that it is desirable to employ both agencies. State op- 
erations are, according to the present practice, limited to the strength 
of the Public Works Department, the permanent staff of which it 
is not desirable to increase, for reasons given before the Select 
Committee of 1878-79, which reasons your Committee fully indorse. 
On the one hand money can be raised more cheaply by the State, 
on the other a construction and working by companies does not nec- 
essarily involve any increase of the staff of the Public Works De- 
partment, and it relieves the Government of India of a somewhat 
onerous charge; besides which, the emulation between gzasz private 
enterprise and Government working tends to promote economical 
construction and management. 

The Committee think that the time may come when new railways 
will be made in India by unassisted private enterprise, and that this 
should be kept in view in all contracts made by the State, so that 
nothing should be done to prejudice a change of system which im- 
proved financial results of Indian railways, and greater consequent 
confidence on the part of the investing public might justify. The 
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Committee is confirmed in this belief by an examination of the last 
year’s railway accounts, which show clearly that, irrespective of loss 
by exchange, which is a matter really outside the consideration of 
loss or profit on any particular line, the return on the whole railway 
investment of India was 5.68 per cent. 

The Committee is of opinion that the Government should retain 
in their own hands a power of fixing or from time varying the 
maximum of fares and rates, subject to adequate provisions to secure 
the interests of investors. 

The Committee is of opinion that the technical distinction which 
has been hitherto made between protective and productive lines can- 
not be maintained. They recommend, therefore, that railways, needed 
for protection from famine or for the development of the country, 
be made as required, whether they be technically considered protec- 
tive or productive. The Committee .does not approve of the entire 
removal of the existing check upon the construction of unremuner- 
ative railways as suggested by the Indian Government. The evi- 
dence even of their own witnesses has been against this revolution 
of policy. The Committee are strongly of opinion that the bulk of 
the lines made should be self-supporting. 

Attention is called in the next paragraph of the report to the 
mischief occasioned by constant fluctuations of policy in the con- 
struction of railways; and in the succeeding one the opinion is ex- 
pressed that in present prospects there is a very fair ground for 
expecting that an extension of the railway system on the scale pro- 
posed by the Government of India will have most beneficial effects. 
And the report concludes as follows: 

“The Committee considered with great care the evidence placed 
before them as to the expediency of borrowing in India or England. 
They are strongly impressed with the reasons which weighed with 
Committee of 1879, and with the home Government; and they are 
of opinion that if the capital required could be really obtained 
from Indian sources the advantages of borrowing there, as compared 
with borrowing in England, would be very great. The growth, too, 
of the sterling debt in times of war or famine, and the difficulty 
of reducing that debt, even in prosperous years, has been clearly 
demonstrated, both in the evidence of Sir T. Secombe before the 
Committee in 1879, and in Mr. Waterfield’s evidence before the 
present Committee. Your Committee think also that, for political 
as well as for financial reasons, it is desirable that loans should, as 
tar as possible, be raised in India, but they do not believe that 
rupee loans, which are not really absorbed in India, differ materially 
in their effect upon exchange from sterling loans, as, if held in Eu- 
rope, the interest upon them will probably be remitted from India, 
and will come into the exchange market. They would, therefore, 
recommend, quoting thé words of the report of the Select Commit- 
tee of 1879, that when “the difference between the rates of interest 
in India and in England is so considerable as to afford full compen- 
sation for the great comparative disadvantages which inevitably at- 
tend borrowing in this country,” the Secretary of State in council 
should not hesitate to borrow such moderate sums in this country 
as will enable the Government of India to complete such public 
works as shall have obtained his sanction.” 


_— —— -© $Fo-— -——— 


PRACTICAL BANKING, by Professor A. S. Bolles, has met with extraordinary 
success. The entire first edition is exhausted, and the many demands upon 
the publishers for more copies necessitate a second edition. This is now in 
press, and in a few days will be ready. Published by Homans Publishing Co. 
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CURIOUS HISTORY OF A BOGUS SCOTCH BANK. 


In giving some particulars of the inception and working of the 
Scottish Banking Company, says the Scottish Banking and Insur- 
ance Magazine, we shall endeavor to say as little as possible about 
the enterprising individual whom we have called the moving spirit, 
Mr. Alexander Gilruth Fleming, for the reason that he is presently 
in gaol awaiting his trial on a charge of theft, or, alternatively, of 
breach of trust and embezzlement. But as there has rarely been a 
case where the “one man power” has been more fully developed, 
the occasional mention of his name cannot well be avoided. The 
words of Louis XIV.—Z’éfat c'est mot—might have been parodied 
by Mr. Fleming, and turned into “The bank, it is I!” with all pro- 
priety and truth. 

The Scottish Banking Company, Limited, was registered on the 
12th January, 1881, the nominal capital being fixed at the enormous 
figure of ten millions sterling. This sum, however, was only com- 
mensurate with the vast designs of the projector, which were “the 
transaction of banking and mercantile business, and other financial 
operations; the establishment and conducting of agencies or 
branches in any part of Great Britain and Ireland, or elsewhere, 
and the purchasing of the good-will or any interest in any business 
of a similar character.’’ It was no doubt disappointing to find that 
the gentlemen subscribing the memorandum of association in such 
a magnificent enterprise were not Rothschilds and Vanderbilts; but 
the most had to be made of the materials available, and, though 
disappointing, it was not surprising to see that the seven names 
adhibited were only those of the general manager, his relatives, and 
two or three needy “hangers-on.” It will sufficiently describe the 
signatories if we say that no business man in Dundee would have 
advanced £50 on the joint and several obligation of the whole 
seven. Rumors were set afloat to the effect that certain “eminent 
London financiers” were in the background, supporting the institu- 
tion; but, so far as we can ascertain, the only basis for this report 
lay in some communications which passed between Mr. A. G. Flem- 
ing and a Mr. John Innes, in London—a name identical with that 
of the gentleman whom sundry unfortunate investors in Scotland 
have cause to remember as the originator of those short-lived un- 
dertakings, the “ Northern Counties” and the “Border Counties” 
Insurance Companies. Various attempts appear to have been made, 
through this Mr. Innes, to “fly a kite”’ in London for £1,000, but 
these proved unsuccessful, and by and by Mr. Innes seems to have 
returned the compliment by sending down a bill for £100 for dis- 
count in Dundee. The general manager’s “Board,” however, de- 
clined the transaction, and the “eminent London financier,” dis- 
gusted, no doubt, at being refused a “discounting facility” for a 
beggarly hundred pounds, disappears from the scene. We may pre- 
sume, in the words of the American poet, that, as regards the Scot- ° 
tish Banking Company, 

‘*The subsequent proceedings 
Interested him no more.” 


No formal prospectus of the company was issued, but sundry ex- 
tracts from the articles of association were advertised in the Dun- 
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dee newspapers, these extracts being rules and regulations of the 
ordinary type, making no mention of the features which render 
these articles more remarkable than most prints of a similar kind. 
Particularly we may note, as omitted, the biographical sketch of 
the general manager, and the peculiar proviso (which, never- 
theless, we must characterize as a commendably prudent one, see- 
ing that the worthy man had already been dismissed from the 
service of two, if not three, banks), to the effect that “the directors 
shall have power to remove him only with the sanction of an ex- 
traordinary general meeting of the company, at which not fewer 
than five sixths of the shareholders shall vote for his removal.” 
Then, what is called “the promotion money,” to be paid in terms 
of the articles to the general manager and his brother David—a 
young gentleman whose rapid development from a linendraper’s ap- 
prentice to an able financier, having, or said to have, the command 
of thousands, and fit for the managership of the Edinburgh branch, 
is worthy of notice—was in keeping with the rest of the figures, 
being at the rate of two per cent. on the capital subscribed. Sup- 
posing the whole capital taken up (a large draft on the imagina- 
tion, we admit), this would have yielded the tidy little sum of 

200,000. But, alas for the vanity of human wishes! Investors 
failed to appear, and the total capital subscribed, we cannot say jazi, 
only reached £1,174, and the brothers would accordingly have to 
be content with the modest sum of £23. Not a single share 
seemed to have been taken up doua-fide. A few inquiries followed 
the newspaper announcements, and to these the general manager re- 
plied cautiously, to the effect that the shares were being taken up 
privately, and that at the outset the issue was being confined to 
“select proprietary.” Extremely “select” the “proprietary” proved! 

An empty shop having been secured, it was duly fitted up as a 
banking office—apartments in the rear being appropriately labeled, 
“ Manager’s Room,” “Secretary’s Room,” and so on, in readiness for 
a considerable staff. Pass-books, checks, deposit receipts, and other 
stationery were obtained from a well-known Edinburgh firm, and 
all was ready for business—that is, for the receiving of money. Ad- 
vertisements were put into the newspapers outbidding the Scotch 
banks in the matter of interest on deposits; but, not content with 
that, a vigorous canvass for “the needful” was instituted by the 
general manager and his satellites, with the result that a good few 
hundreds of pounds were collected, mostly from members of the 
weaker sex. The precise amount we do not know, so “mixed” are 
the accounts of the concern by the unprecedented number of cross 
entries which appear; we believe, however, £1,200 or £1,300 to be 
pretty near the mark. But the chief sources of supply were the 
pockets of a certain elderly gentleman, well known in Dundee, and 
not altogether a stranger in Edinburgh, whose name, however, never 
appeared in the list of shareholder. This tender-hearted individual 
having paid dearly for his folly by the loss of his whole fortune, we 
say nothing more about him beyond pointing out that it would be 
difficult to find a more striking instance of the force of the claim- 
ant’s famous dictum, that “men with money and no brains” exist 
‘ only for the benefit of “men with brains and no money.” But, if 
genuine shareholders and depositors were not easily caught, cus-. 
tomers of a certain type were to be had for the new bank in 
plenty. If an outlet for the funds were needed there was no lack of 
would-be borrowers. In fact, the establishment became a veritable 
Cave of Adullam. “Every one that was in debt, and every one 














1885. ] CURIOUS HISTORY OF A BOGUS SCOTCH BANK. 609 


that was in distress, and every one that was discontented (with his 
banker) resorted unto it.” Curiously enough these impecunious 
gentlemen, whom ordinary bankers would have shunned as they 
would shun the plague, appear to have been received with open 
arms; not, indeed, that money was advanced to them—no; in such 
cases a powerful but invisible “ Board” was called into existence, which 
was ruthless in its refusal of doubtful discount account, and rigid in 
its adherence to strict banking rule. It was the legal firm in Davzd 
Copperfield produced over —. the general manager being the ac- 
commodating and obliging Spenlow and “the Board” the terrible, 
inexorable Jorkins behind the scenes. The welcome accorded to 
the needy persons referred to arose from the fact that, as part, we 
presume, of the ‘ other financial operations,” a considerable portion 
of the transactions in the Scottish Banking Company’s office re- 
lated to insolvent estates, and those bankrupts or insolvents who 
appeared there had their affairs promptly taken in hand for adminis- 
tration. Their stoppage of payments would thereupon follow, and 
their debtors would be sharply called upon to pay, while there was, 
of course, comparatively little hurry in settling with the creditors— 
offers of composition and deeds of arrangement being proverbially 
slow and difficult of accomplishment. Another prominent feature 
in the working of this wonderful bank was the management of 
heritable properties, the most important part of the duty, at least 
the part that was best attended to, being the collection of the 
rents. Some £800 or £900 of rents on one set of properties Flem- 
ing is accused of not accounting for. From the various sources 
we have indicated, considerable sums of money, as will be seen, 
were forthcoming, and, encouraged by his success, the general man- 
ager decided on opening branches in Lochee and (braver still) in 
Edinburgh. But although these two centers are certainly sufficiently 
diverse in all essentials to have given a fair trial to the new sys- 
tem of banking, at neither place did the result justify the sanguine 
hopes of the projector. The personal presence of the leading actor 
was essential to the success of the play; substitutes were of no use. 

The company having been fully set agoing on the lines indicated, 
there seemed no reason why it should not have continued in exist- 
ence for many years. With moderate care and prudence it might 
have done so. Although what may be called the ordinary expendi- 
ture of the general manager and his entourage was lavish enough, 
considering that his income was almost zz/, this might not have told 
seriously on his resources, for some time at least, had it not been 
accompanied by one unfortunate and most expensive penchant 
which he persisted in gratifying, viz., litigation. “ Litigate, liti- 
gate, litigate,” might well have been the motto of the estab- 
lishment. No point was too small, no dispute too trifling, no 
chance too slender, no result too hopeless: -into court almost 
every one having dealings with Fleming or his bank was 
sooner or later dragged. Some thirty cases of one kind or another 
he had through the courts these few years; and not through the 
local courts alone, be it remembered, for almost invariably appeals 
to the Court of Session followed his defeats, and in some six or 
eight of the most hopeless the appeals were actually prosecuted in 
the House of Lords. Unfortunately for him, he had gained a case 
at the beginning of this wild course of litigation, the very case 
which, on 4th January, 1881, put the {£400 into his hands he is 
now to be tried for embezzling—a victory more disastrous than a 
score of ordinary defeats—and he seems to have thought similar 
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success was bound to attend him always. The result proved other- 
wise. Case after case went against him and the bank, and it 
would have needed an establishment on a very different basis from 
the Scottish Banking Company to stand the strain. Not less than 

3,000 seems to have been spent in legal expenses alone during 
the three or four years. By and by some _ depositors became 
clamorous to have their money back. These were put off tempo- 
rarily by allegations that the amounts had been lodged for some 
unspecified “fixed period”; and lawyers who were consulted were 
chary about advising their clients to raise actions against the com- 
pany, which were certain to entail much worry and expense, and 
by no means certain to result in the recovery of the cash. But 
“the beginning of the end” came in October, 1883, in the seques- 
tration of the estate of the general manager, who had indeed been 
in a state of insolvency all through his business life, and had 
granted a trust deed in 1879. The sequestration of the furniture 
in the bank premises for arrears of rent followed in December last. 
and decree passed on a deposit receipt of the bank for £100 a few 
months later. Still the fight in the law courts went on, although 
latterly the legal gentlemen employed appear to have worked with 
great reluctance, the supplies of “coin” being very meagre, 
and their cries of “Give, give,” were nearly as persistent and in- 
satiable as those of the daughter of the horse-leech, The gen- 
eral manager's appeals ad musericordtam were addressed to stony 
hearts; and, finally, money and credit alike completely exhausted, 
renewed spasmodic efforts to raise the necessary “coin” were found 
unavailing; the furniture in the offices at Dundee and Lochee were 
sold off under sheriff's warrants; an order for liquidation of the 
bank was pronounced by the Court of Session; and, worst blow of 
all, the general manager was apprehended and lodged in prison on 
7th October last. As he lies there, waiting his trial, his feelings, 
in hackneyed phrase, “may be better imagined than described.” 


ao 


SAVINGS BANK—LIABILITY OF DIRECTORS.—The publication by the direct- 
ors of a Savings bank of an advertisement to the effect that ‘‘directors and 
stockholders are personally responsible for all debts and engagements of the 
bank,” does not constitute a contract with those who may make deposits in 
reliance thereon, though if the statement be false it will lay the foundation 
for an action for deceit, according to the decision of the Supreme Court of 
New Jersey, in the case of Westervelt vs. Demarest, reported in the Ae- 
porter. Said the court: It is manifest that the essential features of a con- 
tract are not present here. The publication was a mere representation that a 
certain fact existed, which cannot, in legal contemplation, be viewed as an 
agreement, without utterly disregarding the distinction between an ex-parte 
statement and a contract. The language used contains no undertaking that 
the directors will pay future depositors. It does not purport to create any 
liability whatever, or to enter into any engagement, but asserts that a liabil- 
ity already existed. It is not in the form of a present undertaking or agree- 
ment to pay. If a contract, it embraces in its terms both directors and 
stockholders. No authority appears to charge the latter with such an obliga- 
tion ; the language used is inapt and insufficient for that purpose, and could 
not have been so intended or understood. It is clear that no contract was 
entered into between these parties, and that no recovery can be had on the 

ound of a contract liability. But the statement that directors and stock- 
holders were responsible for all debts and engagements of the bank was 
false, to the knowledge of defendants, and therefore fraudulent. It appear- 
ing as one of the findings of fact in the case that the plaintiff made his 
deposits relying upon the truth of this statement, he would be entitled to 
recover the loss he sustained by acting upon it in an action for deceit. 

















COLLECTING A DRAFT. 


RESPONSIBILITY OF A BANK IN COLLECTING A 
DRAFT. 


SUPREME COURT OF THE UNITED STATES—OCTOBER TERM, 1884. 


The Exchange National Bank of Pittsburgh, Pa. v. The Third National 
Bank of the City of New York. 

A bank in Pittsburgh sent to a bank in New York, for collection, eleven un- 
accepted drafts, dated at various times through a period of over three months, 
and payable four months after date. They were drawn on ‘‘ Walter M. Conger, 
Secretary Newark Tea Tray Co., Newark, N. J.,’’ and were sent to the New 
York bank as drafts on the Tea Tray Company. The New York bank sent 
them for collection to a bank in Newark, and, in its letters of transmission, 
recognized them as drafts on the company. The Newark bank took acceptances 
from Conger individually, on his refusal to accept as secretary, but no notice 
of that fact was given to the Pittsburgh bank, until after the first one of the 
drafts had matured. At that time the drawers and an indorser had become in- 
solvent, the drawers having been in ggod credit when the Pittsburgh bank dis- 
counted the drafts. He/d, that the New York bank was liable to the Pittsburgh 
— for such damages as it had sustained by the negligence of the Newark 
ank, 

The Circuit Court having, on a trial before it without a jury, made a find- 
ing of facts which did not cover the issue as to damages, and given a judg- 
ment for the defendant, this court, on reversing that judgment, remanded the case 
for a new trial, being unable to render a judgment for the plaintiff for any 
specific amount of damages. 

Blatchford, J.—The Exchange National Bank of Pittsburgh, Pennsylvania, 
brought this suit against the Third National Bank of the City of New 
York, in the Circuit Court of the United States for the District of New 
Jersey, to recover damages for the alleged negligence of the defendant in 
regard to eleven drafts or bills of exchange indorsed by the plaintiff to 
the defendant for collection. The suit was tried before the court without 
a jury. It made a special finding of facts and rendered a judgment for 
the defendant, to review which the plaintiff has brought this writ of 
error. 

The facts found are these, in substance: The drafts were drawn by 
Rogers & Burchfield, at Pittsburgh, to the order of J. D. Baldwin, and by 
him indorsed, on ‘‘ Walter M. Conger, Secretary Newark Tea Tray Co., 
Newark, N. J.,” and were discounted before acceptance, by the plaintiff, at 
Pittsburgh, for the drawers. They bore different dates, from June 8, 1875, 
to September 20, 1875, and were in all other respects similar except as to 
the sums payable, and in the following form: 

**$ 1,042.75. PITTSBURGH, June 8, 1875. 

Four months after date, pay to the order of J. D. Baldwin, ten hundred 
and forty-two 75-100 dollars, for account rendered, value received, and charge 
to account of RoGeErRS & BURCHFIELD. 

To Walter M. Conger, 

Secretary Newark Tea Tray Co., 
Newark, N. J.” 

They were transmitted for collection, at different times before maturity, 
by the plaintiff to the defendant, in letters describing them by their num- 
bers and amounts, and by the words ‘‘ Newark Tea Tray Co.” They were 
sent by the defendant to its correspondent, the First National Bank of 
Newark, inclosed in letters describing them generally in the same way, ex- 
cept that, in two of the letters, they were described as drawn on ‘‘ W. M. 
Conger, Secretary.” The drafts were received by the defendant in New 
York, within a day or two of ‘the time of discounting them. They were 
presented by the First National Bank of Newark, to Conger for acceptance, 
who, except in one instance, accepted them by writing on the face these 
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words: ‘‘Accepted, payable at the Newark National Banking Co., Walter 
M. Conger.” When the acceptances were taken, the time of payment was 
so far distant that there was sufficient time to communicate to the plaintiff 
the form of the acceptance, and for the plaintiff thereafter to give further 
instructions as to the form of acceptance. The Newark bank held the 
drafts for payment, but the plaintiff was not advised of the form of accept- 
ance until, on the 13th and Ioth of October, two of them were returned to 
it by the defendant. At that time the drawers and indorser were insolvent, 
but the drawers were in good credit when the drafts were discounted by 
the plaintiff. The drafts were duly protested for non-payment, but none of 
them were paid. The Newark Tea Tray Company is a New Jersey cor- 
poration, doing business in that State, and Walter M. Conger is its Secre- 
tary. The drafts were re-presented to the plaintiff by Burchfield, one of the 
drawers, who offered them for discount, to be ‘‘the paper of the Newark 
Tea Tray Company,” drawn against shipments of iron by Rogers & Burch- 
field to that company, and were discounted as such by the plaintiff. He 
also represented that Walter M. Conger was the person who examined the 
shipments of iron and ‘‘accepted the drafts,” and that they were drawn in 
this form for the convenience and accommodation of the company. On 
drafts of Rogers & Burchfield on the ‘‘ Newark Tea Tray Co.,” dated May 
4, 1874, May 20, 1874, and June 30, 1874, discounted by the plaintiff and 
transmitted for acceptance to the defendant, and by it sent to the same 
Newark bank, that bank took acceptance from Walter M. Conger individually, 
without notice to the plaintiff; and Conger, during the time the drafts sent 
by the plaintiff to the defendant, addressed to the ‘‘ Newark Tea Tray Co.,” 
and to ‘‘ Walter M. Conger, Secretary Newark Tea Tray Co., Newark, 
N. J.,” were in the hands of the Newark bank to procure acceptance, in- 
formed the cashier of the Newark bank that he would not accept these 
drafts in his official capacity as secretary. 

The negligence alleged consists in not obtaining acceptance of the drafts 
by the Tea Tray Company, or having them protested for non-acceptance by 
that company, or giving notice to the plaintiff of such non-acceptance, and 
in failing to give notice to the plaintiff that the company would not accept 
the drafts, or that Conger would not accept them in his official capacity. 

The decision of the Circuit Court proceeded on the ground that, at most, 
the defendant erred in judgment as to the import of the address on the 
drafts; that it had no information to qualify or explain such import; that 
for it to regard the drafts as addressed to Conger in his individual capacity, 
was not a culpable error, because it followed decisions to that effect, made 
by courts of the highest standing in New Jersey and New York and else- 
where ; that it exercised intelligent and cautious judgment on the information 
it had; and that the plaintiff knew who was the intended drawee, as un- 
derstood between it and the drawers, and ought to have advised the defend- 
ant, but failed to do so. 4 Fed. Rep. 20. 

The only question presented by the record is that of the sufficiency of the 
facts found to support the judgment. 

It is contended by the defendant that its liability in taking at New York 
for collection these drafts on a drawee at Newark, extended merely to the 
exercise of due care in the selection of a competent agent at Newark, and 
to the transmission of the drafts to such agent, with proper instructions; 
and that the Newark bank was not its agent, but the agent of the plaintiff, 
so that the defendant is not liable for the default of the Newark bank, due 
care having been used in selecting that bank. Such would be the result of 
the rule established in Massachusetts ( Fadens v. Mercantile Bank, 33 Pick. 
330; Dorchester Bank v. New England Bank, 1 Cush. 177); in Maryland 
( Jackson v. Union Bank, 6 Har. & J. 146); in Connecticut (Lawrence v. 
Stonington Bank, 6 Conn. 521; Last Haddam Bank v. Scovil, 12 id. 303) ; 
in Missouri ( Daly v. Butchers & Drovers’ Bank, 56 Mo. 94); in Illinois 
(ina Ins, Co. v. Alton City Bank, 25 Ill. 243); in Tennessee (Bank of 
Louisville vy. First National Bank, 8 Baxter 101); in Iowa ( Guelich v. Na- 
tional State Bank, 56 Iowa 434); and in Wisconsin Stacy v. Dane County 
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Bank, 12 Wis. 629). The authorities which support this rule rest on the 
proposition that, since what is to be done by a bank employed to collect a 
draft payable at another place, cannot be done by any of its ordinary officers 
or servants, but must be entrusted to a sub-agent, the risk of the neglect of 
the sub-agent is upon the party employing the bank, on the view that he 
has impliedly authorized the employment of the sub-agent; and that the in- 
cidental benefit which the bank may receive from collecting the draft, in the 
absence of an express or implied agreement for compensation, is not a suf- 
ficient consideration from which to legally infer a contract to warrant against 
loss from the negligence of the sub-agent. 

The contrary doctrine, that a bank, receiving a draft or bill of exchange 
in one State for collection in another State from a drawee residing there, 
is liable for neglect of duty occurring in its collection, whether arising from 
the default of its own officers, or from that of its correspondent in the other 
State, or an agent employed by such correspondent, in the absence of any 
express or implied contract varying such liability, is established by decisions 
in New York: Adlen v. Merchants’ Bank, 22 Wend. 215; Bank of Orleans 
v. Smith, 3 Hill 560; Montgomery County Bank v. Albany City Bank, 3 
Selden 459; Commercial Bank v. Union Bank, 1 Kernan 203, 212; Ayrault 
v. Pacific Bank, 47 N. Y. 570; in New Jersey, 72ztus v. Mechanics’ Na- 
tional Bank, 6 Vroom 588; in Pennsylvania, Wingate v. Mechanics’ Bank, 
10 Penn. St. 104; in Ohio, Reeves v. State Bank, 8 Ohio St. 465; and in 
Indiana, 7yson v. State Bank, 6 Blackf. 225. It has been so held in the 
Second Circuit, in Kent v. Dawson Bank, 13 Blackf. C. C. 237; and the 
same view is supported by Zader v. Perrot, 2 Gall. 565, and by the Eng- 
lish cases of Van Wart v. Woolley, 5 Barn. & Cress. 439, and Mackersy v. 
Ramsays, 9 Cl. & Fin. 818. In the latter case, bankers in Edinburgh were 
employed to obtain payment of a bill drawn on Calcutta. They transmitted 
it to their correspondent in London, who forwarded it to a house in Cal- 
cutta, to whom it was paid, but that house having failed, the bankers in 
Edinburgh, being sued, were, by the House of Lords, held liable for the 
money on the ground that, they being agents to obtain payment of the 
bill, and payment having been made, their principal could not be called on 
to suffer any loss occasioned by the conduct of their sub-agents, between whom 
and himself no privity existed. 

The question under consideration was not presented in Bank of Washing- 
ton v riplett, 1 Pet. 25; for, although the defendant bank in that case 
was held to have contracted directly with the holder of the bill to collect 
it, the negligence alleged was the negligence of its own officers in the place 
where the bank was situated. 

In Hoover v. Wise, 91 U.S. 308, a claim against a debtor in Nebraska 
was placed by the creditor in the hands of a collecting agency in New 
York, with instructions to collect the debt, and with no other instructions. 
The agency transmitted the claim to an attorney at law in Nebraska. The 
attorney received the amount of the debt from the debtor in Nebraska, in 
fraud of the bankrupt law, and paid it over to the agency, but the money 
did not reach the hands of the creditor. The assignee in bankruptcy hav- 
ing sued the creditor to recover the money, this court (three justices dissent- 
ing), held that the attorney in Nebraska was not the agent of the creditor 
in such a sense that his. knowledge that a fraud on the bankrupt law was 
being committed was chargeable to the creditor, on the ground that the col- 
lecting agency having undertaken the collection of the debt and employed 
an attorney to do so, the attorney employed by it, and not by the creditor, 
was its agent and not the agent of the creditor; and the creditor was held 
not to be liable to the assignee in bankruptcy for the money. In the 
opinion of the court it is said, that the case falls within the decisions in 
the above mentioned cases of Reeves v. State Bank, 8 Ohio St. 465 ; Mack- 
ersy Vv. Ramsays, 9 Cl. & Fin. 818; Montgomery County Bank v. Albany 
City Bank, 3 Selden 459, Commercial Bank v. Union Bank, 1 Kernan 203, 
and A/len v. Merchants’ Bank, 22 Wend. 215; and it is said that those 
cases, the first three of which are stated at length, show, ‘‘that where a 
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bank, as a collection agency, receives a note for the purposes of collection, 
its position is that of an independent contractor, and the instruments em- 
ployed by such bank in the business contemplated are its agents and not 
the sub-agents of the owner of the note.” The court proceeds to say, that 
those authorities go far toward establishing the position that the collecting 
agency was an independent contractor, and that the attorney it employed was 
its agent only, and not in such wise the agent of the defendant, as to make 
the defendant responsible for the knowledge of the attorney in Nebraska. 
The court then cites, as a case in point, Bradstreet v. Everson, 72 Penn. 
St. 124, as holding that where a commercial agency at Pittsburgh received 
drafts to be collected at Memphis and sent them to its agent at Memphis, 
who collected the money and failed to remit it, the agency at Pittsburgh 
was to be regarded as undertaking to collect, and not merely receiving the 
drafts for transmission to another for collection, and as being liable for the 
negligence of its agent at Memphis. It also cites, as to the same purport, 
Lewis v. Peck, 10 Ala. 142, and Cobd v. Beake, 6 Ad. & El. 930. It then 
says that these authorities fix the rule, before stated, on which the decision 
is rested. So far from there being anything in that case which goes to 
exonerate the defendant in the case at bar, its reasoning tends strongly to 
affirm the principle on which the defendant must be held liable. Indeed, 
its language supports the view that the Newark bank, in this case, would 
not be liable directly to the plaintiff. If that be so, and the defendant is 
not liable, the plaintiff is without remedy. : 

The case of Britton v. Niccolls, 104 U.S. 757, is cited to show that the 
defendant is not liable. In that case, the defendants, bankers in Natchez, 
Mississippi, received from the plaintiff, a resident of Illinois, for collection, 
two promissory notes, dated at Natchez, but not stating any place of pay- 
ment. They were sent to the defendants, through a banking house in 
Bloomington, Illinois, with instructions to collect them, if paid, and, if not, 
to protest them and give notice to the indorsers. The defendants placed 
the notes in the hands of a reputable notary in Natchez, to make demand 
of payment and give notice to the indorsers. It was held that the defend- 
ants were not liable for negligence on the part of the notary, whereby the 
liability of a responsible indorser was released. The negligence consisted in 
not presenting the notes to the maker at maturity and demanding payment. 
The maker resided twelve or fifteen miles from Natchez, and had no domi- 
cile or place of business in Natchez. No information as to his residence 
was given to the defendants with the notes, and the plaintiff was ignorant of 
it. All the instructions which the defendants gave to the notary were given 
on the several days the notes matured when they handed the notes to the 
notary, with instructions to demand payment, and, if they were not paid, to 
protest them and send notice of non-payment to the indorsers. The notary 
knew where the maker resided, and that he had no place of business in 
Natchez; but he inquired for him at three public places in Natchez, and, 
not finding him, protested the notes for non-payment, and gave notice to the 
indorsers. The defendants had inquired at Natchez as to residence of the 
maker, but had not learned it, and had sent notice to him through the 
post office there, of the amount and date of the maturity of the notes, a 
reasonable length of time in advance. On these facts it is apparent that the 
only question raised was as to the liability of bankers in Natchez, in respect 
to a note sent to them for collection, dated at Natchez, and not payable at 
any specified place there or elsewhere, for the negligence of a public notary 
there. The suit was not against the banking house in Bloomington, which 
was only the agent to transmit the notes to the defendants for collection. The 
opinion of the court states the question to be as to ‘‘ the liability of the col- 
lecting bankers for the manner in which the notary to whom the notes are 
delivered for presentment and protest discharges his duty.” The court says: 
‘‘The notes being dated at Natchez, the presumption of law, in the absence 
of other evidence on the subject, is, that that was the place of residence 
of the maker, and that he contemplated making payment there. The duty 
of the bankers, as collecting agents, was, therefore, to make inquiry for his 
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residence or place of business in that city, and, if he had either, to make 
there the presentment of the notes, but, if he had neither, to use reason- 
able diligence to find him for that purpose.” The court then refers to the 
case of Allen v. Merchants’ Bank, 22 Wend, 215, in the Court of Errors of 
New York, as declaring the doctrine that a bank receiving paper for collec- 
tion is responsible *‘ for all subsequent agents employed in the collection of 
the paper,” and states that, though that decision has been followed in New 
York, and its doctrine has been adopted in Ohio, it has been generally re- 
jected in the courts of other States. The case of Dorchester Bank v. New 
England Bank, 1 Cush. 177, is then cited, as holding that if a bank acts 
in good faith in selecting a suitable sub-agent at the place where the bill is 
payable, it is not liable for his neglect; and the opinion states that this 
doctrine has been followed in the Supreme Courts of Connecticut, Maryland, 
Illinois, Wisconsin and Mississippi. The court, however, does not adopt 
either of these views, or rest the decision of the case before it on the latter 
view ; for it proceeds to say: ‘‘In the New York case, in the Court of Er- 
rors, it was conceded that the general liability of the collecting bank might 
be varied and limited by express agreement of the parties, or by implication 
arising from general usage; and, in some of the cases in other States, proof 
of such general usage of bankers in the employment of notaries was per- 
mitted, and a release thereby asserted from liability of the bank for any 
neglect by them.” The court then states, that there was in the case no 
proof of any general usage of bankers at Natchez, as to the employment 
of notaries public in the presentment and protest of notes left with them 
for collection. But, as there was a statute of Mississippi passed in 1833, 
authorizing notaries to protest promissory notes, and requiring them to keep 
a record of their notarial acts in such cases, and making the record admis- 
sible in evidence in the courts, as if the notary were a witness, and as the 
courts of that State had held ( 7terman v. Commercial Bank, 7 How. ( Miss.) 
648; Agricultural Bank v. Commercial Bank, 7 Smedes & Marshall 592; 
Bowling v. Arthur, 34 Mississippi 41) under that statute that it was a part 
of the duty of the notary, when protesting paper, to give all notices of dis- 
honor required to charge the parties to it, and that a bank receiving com- 
mercial paper as an agent for collection, properly discharged its duty, in case 
of non-payment, by placing the paper in the hands of such notary, to be 
proceeded with in such manner as to charge the parties to it, and that the 
bank was not liable, in such cases, for the failure of the notary to perform 
his duty, the court says, that, ‘‘ judged by the law of Mississippi, the de- 
fendants discharged their duty to the plaintiff when they delivered the notes 
received by them for collection to the notary public,” and adds: ‘* What 
more could they have done, as intelligent and honest collecting agents, de- 
sirous of performing all that was required of them by the law, ignorant as 
they were, of the residence or place of business of the maker of the notes, 
and having unsuccessfully made diligent inquiry for them?” It further 
says: ‘‘ The notary was not, in this matter, the agent of the bankers. He 
was a public officer, whose duties were prescribed by law; and when the 
notes were placed in his hands, in order that such steps should be taken 
by him as would bind the indorsers if the notes were not paid, he became 
the agent of the holder of the notes. For any failure on his part to per- 
form his whole duty, he alone was liable.” On these -grounds, the’ court 
held, that the defendants were not guilty of negligence, and were not 
liable for the negligence of the notary. The decision was not placed on 
any general rule of commercial law, but rested on the fact that the notary ~° 
was a public officer, with duties prescribed by statute, and has no applica- 
tion to the case at bar. No reference was made to the case of Hoover v. 
Wise, nor any suggestion that the views stated in .the opinion in that case 
were doubted or dissented from. There is, in the the case at bar, no neg- 
ligence of a notary, or of a public officer, or of any person whose duties or 
functions are prescribed by statute; and the question of the liability of the 
defendant is to be determined on principles not involved in the actual de- 
cision in Britton v. Niccolls. 
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The question involves a rule of law of general application. Whatever be 
the proper rule, it is one of commercial law. It concerns trade between 
different and distant places, and in the absence of statutory regulations, or 
special contract, or usage having the force of law, it is not to be deter. 
mined according to the views or interests of any particular individuals, classes 
or localities, but according to those principles which will best promote the gen- 
eral welfare of the commercial community. Especially is this so when the 
question is presented to this tribunal, whose decisions are controlling in all 
cases in the federal courts. 

The agreement of the defendant in this case was to collect the drafts, 
not merely to transmit them to the Newark bank for collection. This dis- 
tinction is manifest, and the question presented is, whether the Newark bank, 
first receiving these drafts for collection, is responsible for the loss or damage 
resulting from the default of its Newark agent. There is no statute or usage 
or special contract in this case, to qualify or vary the obligation resulting 
from the deposit of the drafts with the New York bank for collection. On 
its receipt of the drafts, under these circumstances, an implied undertaking 
by it arose, to take all necessary measures to make the demands of accept- 
ance necessary to protect the rights of the holder against previous parties to 
the paper. From the facts found it is to be inferred that the New York 
bank took the drafts from the plaintiff as a customer, in the usual course of 
business. There are eleven drafts in the case, running through a period of 
over three months, and the defendant had previously received from the plain- 
tiff two other drafts, acceptances of which it had procured from Conger, at 
Newark, through the Newark bank. The taking by a bank, from a cus- 
tomer, in the usual course of business, of paper for collection, is sufficient 
evidence of a valuable consideration for the service. The general profits of 
the receiving bank from the business between the parties, and the accom- 
modation to the customer, must all be considered together and form a con- 
sideration, in the absence of any controlling facts to the contrary, so that 
the collection of the paper cannot be regarded as a _ gratuitous favor. 
Smedes v. Bank of Utica, 20 Johns. 372, and 3 Cowen 662; McKXinster v. 
Bank of Utica, 9 Wend. 46, and 11 id. 473. The contract, then, becomes 
one to perform certain duties necessary for the collection of the paper and 
the protection of the holder. The bank is not merely appointed an attorney, 
authorized to select other agents to collect the paper. Its undertaking is to 
do the thing, and not merely to procure it to be done. In such case the 
bank is held to agree to answer for any default in the performance of its 
contract; and, whether the paper is to be collected in the place where the 
bank is situated, or at a distance, the contract is to use the proper means 
to collect the paper, and the bank, by employing sub-agents to perform a 
part of what it has contracted to do, becomes responsible to its customer. 
This general principle applies to all who contract to perform a service. It 
is illustrated by the decision of the Court of King’s Bench in Z//is v. Turner, 
8 T. R. 531, where the owners of a vessel carried goods to be delivered at 
a certain place, but the vessel passed it by without delivering the goods, and 
the vessel was sunk and the goods were lost. In a suit against the owners 
for the value of the goods, based on the contract, it was contended for the 
defendants that they were not liable for the misconduct of the master of the 
vessel in carrying the goods beyond the place. But the plaintiff had judg- 
ment, Lord Kenyon saying that the defendants were answerable on _ their 
contract, although the misconduct was that of their servant, and adding, 
‘‘the defendants are responsible for the acts of their servant in those things 
that respect his duty under them, though they are not answerable for his 
misconduct in those things that do not respect his duty to them.” 

The distinction between the liability of one who contracts to do a thing, 
and that of one who merely receives a delegation of authority to act for 
another, is a fundamental one, applicable to the present case. If the agency 
is an undertaking to do the business, the original principal may look to the 
immediate contractor with himself, and is not obliged to look to inferior or 
distant under-contractors or sub-agents, when defaults occur injurious to his 


interest. 
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Whether a draft is payable in the place where the bank receiving for col- 
lection is situated, or in another place, the holder is aware that the collec- 
tion must be made by a competent agent. In either case there is an im- 
plied contract of the bank that the proper measures shall be used to collect 
the draft, and a right, on the part of its owner, to presume that proper 
agents will be employed, he having no knowledge of the agents. There is, 
therefore, no reason for liability or exemption from liability in the one case 
which does not apply to the other. And while the rule of law is thus gen- 
eral, the liability of the bank may be varied by consent, or the bank may re- 
fuse to undertake the collection. It may agree to receive the paper only for 
transmission to its correspondent and thus make a different contract, and be- 
come responsible only for good faith and due discretion in the choice of an 
agent. If this is not done, or there is no implied understanding to that ef- 
fect, the same responsibity is assumed in the undertaking to collect foreign 
paper, and in that to collect paper payable at home. On any other rule, 
no principal contractor would be liable for the default of his own agent, 
where, from the nature of the business, it was evident he must employ sub- 
agents. The distinction recurs between the rule of merely personal repre- 
sentative agency and the responsibility imposed by the laws of commercial 
contracts. This solves the difficulty and reconciles the apparent conflict of 
decision in many cases. The nature of the contract is the test. If the con- 
tract be only for the immediate services of the agent, and for his faithful 
conduct as representing his principal, the responsibility ceases with the 
limits of the personal services undertaken. But, where the contract looks 
mainly to the thing to be done, and the undertaking is for the due use of 
all proper means to performance, the responsibility extends to all necessary 
and proper means to accomplish the object, by whomsoever used. 

We regard the proper rule of law applicable to this case, that declared in 
Van Wart v. Woolley, 5 Barn. & Cress. 439, where the defendants, at Birming- 
ham, received from the plaintiff a bill on London, to procure its acceptance. 
They forwarded it to their London banker, and acceptance was refused, but 
he did not protest it for non-acceptance or give notice of the refusal to ac- 
cept. Chief Justice Abbott said—‘‘ Upon this state of facts it is evident that 
the defendants (who cannot be distinguished from, but are answerable for, 
their London correspondent) have been guilty of a neglect of the duty which 
they owed to the plaintiff, their employer, and from whom they received a pe- 
cuniary reward for their services. The plaintiff is, therefore, entitled to main- 
tain his action against them, to the extent of any damage he may have sus- 
tained by their neglect.” In that case there was a special pecuniary reward 
for the service. But, upon the principles we have stated, we are of opinion 
that, by the receipt by the defendant of the drafts in the present case for 
collection, it became, upon general principles of law, and independently of 
any evidence of usage, or of any express agreement to that effect, liable for 
a neglect of duty occurring in that collection, from the default of its corre- 
spondent in Newark, 

What was the duty of the defendant, and what neglect of duty was there? 
An agent receiving for collection, before maturity, a draft payable on a par- 
ticular day after date, is held to due diligence in making presentment for ac- 
ceptance, and if chargeable with negligence therein, is liable to the owner 
for all damages he has sustained by such negligence: Allen v, Suydam, 20 
Wend. 321; Walker v. Bank of the State of New York, 5 Selden 582. 
The drawer or indorser of such a draft is, indeed, not discharged by the neg- 
lect of the holder to present it for acceptance before it becomes due: Bank 
of Washington v. Triplett, 1 Peters 25, 35; Townsley v. Sumrall, 2 id. 170, 
178. But if the draft is presented for acceptance and dishonored before it 
becomes due, notice of such dishonor must be given to the drawer or in- 
dorser, or he will be discharged; 3 Kent’s Comm. 82; Bank of Washington 
v. Triplett, 1 Peters 25, 35; Allen v. Suydam, 20 Wend. 32; Walker v. 
Bank of the State of New York, 5 Selden 582; Goodall v. Dalley, 1 T. R. 
712; Bayley on Bills, 2d Am. ed., 213. Moreover, the owner of a draft pay- 
able on a day certain, though not bound to present it for acceptance in or- 
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der to hold the drawer and indorser, has an interest in having it pre- 
sented for acceptance without delay, for it is only by accepting it that the 
drawee becomes bound to pay it, and, on the dishonor of the draft by non- 
acceptance and due protest and notice, the owner has a right of action at 
once against the drawer and indorser, without waiting for the maturity of the 
draft; and his agent to collect the draft is bound to do what a prudent 
principal would do; 3 Kent’s Comm., 94; odinson v. Ames, 20 Johns. 146; 
Lenox v. Cook, 8 Mass. 460; SBallingalls v. Gloster, 3 East. 481; Whitehead 
v. Walker, 9 Meeson & Welsby, 506; Walker v. Bank of the State of New 
York, 5 Selden 582. 

In view of these considerations it is well settled that there is a distinction 
between the owner of a draft and his agent, in that, though the owner is 
not bound to present a draft payable at a day certain, for acceptance, before 
that day, the agent employed to collect the draft must act with due diligence 
to have the draft accepted as well as paid, and has not the discretion and 
latitude of time given to the owner, and for any unreasonable delay is re- 
sponsible for all damages sustained by the owner: 3 Kent’s Comm., 82; Chitty 
on Bills, 13th Am. ed., 272, 273. 

The defendant being thus under an obligation to present the drafts for ac- 
ceptance, and having, in fact, presented them, through the Newark bank to 
Conger, the secretary of the company was bound not to take the acceptances 
it did, but to treat the drafts as dishonored. The plaintiff was, at least, 
entitled to an acceptance in the terms of the address on the drafts: Walker 
Bank of the State of New York, 5 Selden, 582. The defendant had notice, 
from the description of the drafts by the words ‘‘ Newark Tea Tray Co.,” in 
the letters sending them for collection, that the plaintiff regarded the drafts 
as drawn on the Company; and the defendant recognized its knowledge of 
the fact that the drafts were drawn on the company by describing them by 
the words ‘‘ Newark Tea Tray Company,” in its letters to the Newark bank, 
in every instance but two. If, on the face of the drafts, the address was 
ambiguous, it was not for the defendant to determine the question, as against 
the plaintiff, by taking an acceptance which purported to be the acceptance 
of Conger individually, especially in view of the information it had by the 
words ‘‘ Newark Tea Tray Co.,” in the letters sending the drafts to it for 
collection. It appears that the drafts were discounted, by the plaintiff, .as 
drafts on the company, and if it could have had an acceptance in the terms 
of the address, it would, in a suit against the company, have been in a con- 
dition to show who was the real acceptor. But, with the information given 
to the Newark bank by Conger, while that bank had in its hands for ac- 
ceptance, drafts drawn in the same form as those here in question, that he 
would not accept such drafts in his official capacity as secretary, the Newark 
bank chose ta take acceptances individual in form. ‘This was negligence, for 
which the defendant is liable to the plaintiff in damages, no notice of dis- 
honor having been given. The defendant was bound to give such notice to 
the plaintiff: Walker v. Bank of the State of New York, 5 Selden 582. 

The question as to whether the company would have been liable on the 
drafts, if they had been accepted in the terms of the address, is not one 
on the determination of which this suit depends; nor do we find it necessary 
to discuss the question as to whether, on the face of the drafts, the com- 
pany or Conger individually is the drawee. The very existence of the am- 
biguity in the address, and of the question as to whether the company 
would be liable on an acceptance in the terms of the address, is a cogent 
reason why the defendant should not be allowed, without further communi- 
cation with the holder, to do acts which may vary the rights of the holder, 
without responding in damages therefor. The risk is on the defendant, and 
not on the plaintiff. 

It is, therefore, plain that the judgment must be reversed. But judgment 
cannot be now rendered for the plaintiff for damages. There must be a new 
trial. Although there is a special finding of facts, it does not cover the issue 
as to damages. No damages are found. The action is one for negligence 
sounding in damages. Although the complaint alleges that the drawers and 
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the indorser are discharged for want of notice of non-acceptance, and although 
it is found that the drawers were in good credit when the drafts were dis- 
counted, and that the drawers and indorser had become insolvent by the 13th 
and 19th of October, 1875, there is nothing in the finding of facts on 
which to base a judgment for any specific amount of damages. On the new 
trial that question will be open, and we do not intend to intimate any 
opinion on the subject. 


The judgment of the Circuit Court is reversed, with direction to award a 


new trial. 
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BOOK NOTICES. 


Icaria: A Chapter in the History of Communism. By ALBERT SHAW, Ph.D. 
New York and London: G. P. Putnam’s Sons. 1884. 

Books of late on socialism and communism have rapidly multiplied. Both 
in this country and in Europe these movements have been carefully studied. 
The above is the latest work which has appeared here. It is a university 
graduation thesis ; but well worth publishing. The author evinces a true his- 
torical spirit, for he has written a colorless, impartial narrative. Nevertheless, 
this little work is highly interesting. The struggles of the Icaria commu- 
nity have been truly heroic, varied and impressive. The reader who is not 
moved in reading this story, whose enthusiasm to aid society is not kindled,. 
is lacking in some of the best elements of human character. 


The Distribution of Products, or the Mechanism and the Metaphysics of Ex- 
change. By EDWARD ATKINSON. New York and London: G. P. Put- 
nam’s Sons. 1885. 

The three essays which compose this book are replete with striking facts 
and deductions. They show that the wrtter has lived close to the actual 
world around him. The second essay is perhaps not so noteworthy as the others, 
but even this deserves the permanent form now given to it. It is not easy to 
give a general summary of the author’s doctrines, and we must, therefore, 
be content with stating some of them. He maintains that high wages are 
compatible with cheap production, and that low wages often are only another 
name for expensive production. Furthermore, as capital increases, the rela- 
tive profits of capital diminish, while the absolute and relative wages of the 
wage laborer increase. The consumer pays his money, not to the great capi- 
talist, but to the shopkeeper and laborer. In the bread we eat, a relatively 
slight proportion of cost goes to the farmer who produces the wheat, to 
the miller who changes it into flour, to the railroad that carries it from 
St. Paul or Chicago to New York, and to the merchant who orders this trans- 


fer. The really heavy cost begins when the flour reaches the baker, and. 


culminates when the bread is handed from the baker to the final consumer. 
Again the law of diminishing returns is illustrated in a striking way. Of what 
the people in this country produce in the current year, say 10,000 million 
dollars, a certain amount, not far from ten per cent., goes for taxes ; another 
ten per cent. goes for the preservation and increase of capital; the remainder 
is consumed chiefly by the wage workers and their families. On an average 
a person in this country produces less than $200 dollars a year, though the 
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actual producers may create, on an average, $525 each. But the final con- 
sumer has less than fifty cents a day to live on, and out of that petty sum 
must come the profits of capital as well as the support of the people. Clearly, 
then, the profits of capital will vanish and the support of labor will be 
wretched, unless the very highest skill is used both in the production and 
distribution of goods. We are not tempted to add any criticisms, even if the 
author is not always consistent in his expositions. We feel more like thank- 
ing him for giving us so much that is fresh and helpful, than we do of 
criticising. It may be added that the book is highly stimulating, which is a 
great merit. 


The Board of Trade and the Produce Exchange; their History, Methods and 
Law. By Lewis H. BISBEE and JOHN C. Simonps. Chicago: Cal- 
laghan & Co. 1884. | 

It was not necessary for the Messrs. Bisbee and Simonds to hint at an 
apology for producing this work. No other existed, one was needful, and 
they have executed their self-imposed task in a creditable manner, The first 
chapter covers the history and nature of the Commercial Exchange, or Board 
of Trade. After defining a corporation, the origin of this institution is traced, 
followed by a classification and description of its powers. The history of the 

Commercial Exchange (pp. 9-14) is a more interesting bit of reading than 

is usually found in works of this nature. The second chapter deals with the 

charters of exchanges, their scope and powers, the election of officers and 
members, and the method of settling differences between members by arbitra- 
tion. This subject is considered very fully. Next is considered the validity 
of by-laws, whether memberships are property, and the legality of specula- 
tion. To give completeness to the work it was necessary to include the 
law of grain and produce brokers and commission merchants in their rela- 
tions to their customers or principals. A useful appendix has been added, con- 
taining the rules and by-laws of several produce exchanges. The won- 
derful part played by exchanges in conducting the business of the day gives 
a special interest to this work. 


The Transfer of Stock in Private Corporations. By ABBoTT LAWRENCE 
LOWELL and FrRANcIS C. LOWELL. Boston: Little, Brown & Co. 1884. 
This is a very useful treatise. Many of those who own stock in railroads, 
banks, and. other corporations can profit by this publication to ascertain their 
rights and duties with respect to such property. The work can be under- 
stood by the careful reader, though written in the ordinary style of a law 
book. The principles are clearly stated, and it is presumed that the authors 
have cited all the more important cases relating to the subject. The topics 
are well arranged, the index is full, and we can recommend the work to all 
who are interested in finding out the law pertaining to the transfer of stock, 
whether lawyers or not. 
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The laudatory comments of the press on PRACTICAL BANKING, by Profes- 
sor A. S. Bolles, bear ample testimony to the ability of the author, and the 
sound, practical teachings of his work. The exhaustion of the first edition 
is likewise proof of its well-merited success. Published by Homans Publish- 


ing Company. 

















INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 





I. COMPUTATION OF INTEREST ON PARTIAL PAYMENTS. 


In reference to your reply upon this subject in the January number, there is 
doubt upon the point among good and experienced bankers here, and some of 
our best lawyers agree with me in thinking that the method of computation first 
given in the inquiry is the more correct one. The case of Story v. Livingston 
does lay down the rule, contrary to my view, but I think an examination of 
that case will show it was a matter of partial payments regularly, and 
therefore entirely correct. But in my case the principal or interest was cer- 
tainly not due until the end of the year, and I cannot see why a voluntary 
payment and acceptance of a part of the principal should change the terms 
of the plain contract and make compound interest, which I believe is never 
permitted by any court, except recently, when plainly and positively so re- 
quired by the contract itself, or josszdly by the evident intention of the parties. 
Some of our bankers think the interest on the whole amount for the entire 
time could be demanded, notwithstanding the payments, but I am quite sure 
that is not correct. 

REPLY.—The above is the substance of a criticism made by our correspond- 
ent upon our opinion upon this question, and we refer to it again, be- 
cause the point is not without interest. We have no doubt of the correct- 
ness of the reply referred to, or that the method of computing interest 
there stated works substantial justice between the parties. When a partial 
payment is made upon a debt which bears interest, it is the right of the 
creditor to apply the payment first to the interest which has accrued at the 
time of the payment. And it can make no difference that the payment was 
made before the debt, or the interest thereon, were payable by the terms of 
the contract. The creditor was not obliged to accept any payment upon 
the debt before its maturity, and so to lose the benefit of the contract, by 
which he was entitled to have the whole debt kept at interest during the 
contract period; and, if the creditor is willing to accept a partial payment 
before the debt matures, he has the clearest right to say, in the absence of 
a special agreement, that the payment shall be applied to the debt, which 
is evidenced by the note, as any other partial payment would be, viz.: first 
in satisfaction of the interest then accrued, even if it was not payable by 
the terms of the contract. It is not quite accurate to say that, by this 
method the debtor pays compound interest, in the sense .of paying interest 
upon interest. He really pays interest from time to time before it is due, 
and the diminutions of his payments by reason of the application of a part 
of them to interest, leaves so much less to be applied, from time to time, 
to the principal, which is thereby left a larger sum to carry interest against 
the debtor, than it would be if the partial payments were applied directly to 
the principal, as in the method preferred by our correspondent. This is not 
strictly the payment of interest upon interest; and, if it has substantially the 
same effect, it is enough to say, that it is a kind of compound interest, 
which has always been allowed by the courts. The method preferred by our 
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correspondent is, z# effect, a partial adoption of that in use between mer- 
chants in keeping their mutual accounts. In mercantile accounts of this sort it 
is customary to charge and credit interest upon each item of debit and credit 
from their several dates; but in making up such accounts, it is also cus- 
tomary to strike a balance at the end of each year, of the items of principal 
and those of interest, and to carry the footings of the two to a new account, 
as forming the first item of principal for the ensuing year. This method of 
accounting, although it involves the payment of compound interest, has been 
sanctioned by the courts, but only in cases of mercantile accounts. It has 
however, no application here, and we know of no authority for adopting it 
in a case like the present. We agree with our correspondent in thinking 
that the view, that interest on the whole amount for the entire time can 
be demanded, is incorrect. If the creditor receives and accepts partial pay- 
ments before the debt matures, it must be that the law will apply each 
payment to the debt at once, and, from the time of each payment, there 
will consequently be so much less debt to carry interest against the debtor 
under the terms of the contract. 


II. PROTEST OF DRAFT BY AGENT FOR COLLECTION. 


A bank receives for collection a draft on two months’ time, drawn to 
drawer’s own order and indorsed by him, but not indorsed by party sending 
for collection. In the absence of anything to indicate the item as ‘‘no pro- 
test,” should the bank, on the refusal of drawee to accept the draft, protest 
the same? 

Would it make any difference with the duty of collecting bank if parties 
sending draft for collection had indorsed it? 


REPLY.—Protest was proper. There was nothing to indicate that the send- 
ing bank did not wish to have the liability of the drawer of the draft fixed 
by a protest, in case of non-acceptance; and the collecting bank was not 
called upon to take the risk of being compelled to show, in case of an 
omission to protest, that the discharge of the drawer by such omission was 
a matter of no consequence to the sending bank. 

We do not see that it makes any difference whether the draft was indorsed 
by the sending bank or not. It was clearly the duty of the sending bank, 
if it did not wish to incur the expense of a protest, to give precise instruc- 
tions to that effect. 


III. RESPONSIBILITY OF BANK FOR THE COLLECTION OF BooK ACCOUNTS. 


C, a merchant, becoming insolvent, assigns his books of accounts to B, a 
creditor, who takes them to a National bank and leaves them with the presi- 
dent, who, it is presumed, for the bank, undertakes their collection. After- 
ward the president absconds, the bank delivers the books to B, creditor of C, 
but refuses to pay amount collected. 

Is the bank liable? 


REPLY.—Whether a National bank is authorized to undertake the collection 
of book accounts in the manner described in this inquiry, is doubtful under 
the law (U. S. Rev. Stat., § 5,135), and we do not think the president, by 
virtue of his office, and without a vote of the directors, would be authorized 
to bind the bank in an agreement to collect them. (Morse on Banking, p. 
143, ¢¢ seg.) If, however, the president, assuming to act for the bank, col- 
lected any of the accounts, and placed the proceeds thereof among the funds 
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of the bank, we think the bank is, to that extent, responsible to B for the 
amount so collected. It ought not, after receiving a benefit from the unau- 
thorized act of its president, to be allowed to repudiate his agreement with 
B, to pay over the money actually collected and placed among its funds. But 
we do not think the bank is responsible for money collected which has not 
been placed among its funds, and from which it has received no benefit. 


IV. Duty oF AGENT FOR COLLECTION TO GIVE NOTICE OF NON-PAYMENT. 


A, B and C were three banks, doing business within fifteen miles of each 
other. In remitting for a collection, A sent B its draft on C for $1,000. 
B kept an account with C, and sent this draft to C for credit. It was ® 
mailed on Monday morning, and reached the town where C is located some 
time in the afternoon of the same day, but it is not certain that it was 
seen by C until the opening of business on Tuesday morning. The credit 
of A not being sufficient to meet the draft, C held it during the whole of 
the business day of Tuesday and also of Wednesday, without sending notice 
of any kind to either A or B. The draft was handed to a notary at the 
close of business hours on Wednesday and then protested. The two towns 
are connected by telephone and telegraph, besides the mails on three rail- 
roads. 

On Thursday morning A assigned. B received the notice of protest about 
the time the assignment was made, and did not get the draft back until A’s 
doors had been closed. C claims to have used due diligence in protesting 
the draft. Was the delay above stated within the limit, or was it sufficient 
to make C liable to B for the payment of the draft or for any loss on it 
through A’s failure? 

What is the custom about protesting such a draft? 


REpLY.—Upon the best consideration we are able to give this case, we think 
that C was negligent, and is liable to B for the amount of the draft. Upon 
receipt of the draft C became the agent of B to present the draft to itself 
for payment. Assuming that it received the draft on Tuesday, it was not 
justified in its character as agent in waiting until Wednesday to present the 
draft, as it would have been had the draft been drawn upon another bank. 
It was its duty as agent to present the draft on Tuesday, and treating the 
-draft as so presented, it became its duty, as drawee, to decide om that day, 
whether it would honor the draft or not. See Batley v. Bodenham, 16 C. B. 
N.S. 295, Hare v. Hurty, 10 C. B. N.S. 65, Morse on Banking, 396. Re- 
garding the draft, as we must, as dishonored on Tuesday, the question then 
is, what was C’s duty as agent in respect to giving notice of dishonor? 

Protest by a notary was unnecessary, and the only act done by him, which 
could have any legal effect upon the rights of the parties, was his notice of 
dishonor ; but C having employed'a notary to give the notice, the question is, 
whether the notice given by him was sufficient, and whether it was season- 
ably given. In our opinion it was neither. It was, no doubt, a notice of a 
demand and refusal to pay the check on Wednesday ; but the draft had been 
‘dishonored on Tuesday, and under these circumstances a demand made upon 
Wednesday was ineffectual to hold the drawer. Nor was it seasonably given. 
In saying this we assume that there were several convenient mails on Wed- 
nesday, by which notice of non-payment might have been sent, before the 
mail by which the notary’s notice was actually forwarded (assuming his no- 
tice to have been sent by a mail which left on Wednesday). When the 
party entitled to notice of dishonor lives in another place, the holder is not 
-obliged to send him notice until the next day after the dishonor; but at 
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what time on that day, when there are several convenient mails, is a point 
upon which the authorities are not uniform. Some writers say that where 
there are two mails which go out on the same day, it is sufficient if the 
notice is put into the post-office early enough to go by either, for the law 
takes no cognizance of parts of days. Story on Promissory Notes, § 324; 
Daniel on Neg. Insts., § 1040. Others say that the holder is bound to 
forward the notice by the first mail of the day after dishonor, which does 
not start at an unreasonably early hour. Parsons on Notes & Bills 541. 
Bigelow on Notes & Bills 312, and see Howard v. Jves, Ist Hill 263; 
Housatonic Bank v. Laflin, 5 Cush. 550. We think the latter rule is more 
applicable to this case, and that, while C was not required to send notice 
of dishonor until Wednesday, the earliest mail by which the notary under the 
circumstances could have forwarded his notices on that day was probably too 
late to charge the drawer. 

According to the regular course of business and custom prevailing among 
bankers the draft should have been protested on Tuesday. 


V. OVERDUE COUPONS UNDER FORECLOSURE OF R. R. MORTGAGE. 


In reference to the recent reported purchase of the coupons of the Texas 
Central Railroad, it has been suggested that the purchaser desires to secure 
a lien upon the road prior to the principal of the first mortgage bonds. If 
a railroad company consents that other parties buy up their maturing or past 
due coupons, when the road has fairly earned at least a part of the amount 
required to pay maturing coupons, is it possible that such coupons can be- 
come a prior or an interfering lien to the original bond? 


RepLY.—The general rule is that, upon the foreclosure of a railroad mort- 
gage by sale, and a final distribution of the proceeds of the mortgaged 
property, the holder of a detached coupon is entitled to no priority over the 
holder of the bond from which it was detached. The bond and coupon are 
entitled to a fro vata distribution. Ketcham v. Duncan, 96 U. S. 671; Jones 
on Railroad Securities, § 327 e¢ seg., and authorities cited. In a peculiar 
case decided by Judge Blatchford (Stevens v. The N. Y. and Oswego 
Midland R. R. Co., 13 Blatchford’s Reports 417), where a part of the 
interest on an issue of bonds, due on a certain day, was paid by the 
railroad company, and a part—viz., the coupons in litigation—were purchased 
by a party interested to maintain the credit of the company, it was held 
that the purchased coupons had a priority over the principal of the bonds. 
That case was decided before Duncan v. Ketcham, and by reason of its par- 
ticular circumstances may be said not to infringe upon the general rule above 
stated. It may, however, be the authority relied upon for the suggestion re- 
ferred to by our correspondent. Of course the rights acquired by the pur- 
chaser of the coupons in this particular case may be affected by the pro- 
visions of the mortgage, and by other circumstances of which we have 
no knowledge. 





Professor A. S. Bolles’ work on PRACTICAL BANKING has proved of such 
interest to all in the banking business, and especially to those who faithfully 
aim to gain a practical knowledge of its intrinsic value, that a second edi- 
tion is now in preparation. Homans Publishing Company supply all require- 
ments. 
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New YORK CHAMBER OF COMMERCE on the Potter Refunding Bill. At 
the regular monthly meeting in January in the absence of Mr. George S. 
Coe, Chairman of the Committee on Finance and Currency, Mr. William B. 
St. John read a report of the Committee on the Potter Refunding Bill, 
amended as now suggested by Mr. Potter. 

The measure is decidedly approved, and it is said of the opportunity of 
refunding offered by it to bondholders, but not made compulsory upon them, 
that such of these bondholders as employ money acceptably at thsee per 
cent. per annum and higher, may profitably avail of this privilege. This 
would apply to many of the Savings banks and insurance companies and in- 
dividual investors, and also to the National banks in general. , 

For the National banks, this opportunity to capitalize the premium cost of 
the long date bonds, when purchased, would make these bonds available for 
note issue at a margin of profit in all sections of the country; that is, in 
all localities where ordinary rates for money do not exceed eighteen per cent. 
per annum. Asa result of the enactment, therefore, it might reasonably be 
expected that the National banks would gradually, in time, become possessed 
of four-per-cent. bonds, or their substitute, two-and-a-half-per-cent. bonds, and 
these are not redeemable for twenty-two and a-half years. In this respect 
the proposition is superior to the measure known as the McPherson Bill, 
which, without further legislation, would not serve to make note issue 
profitable in localities where current rates for money exceed seven per cent. 
per annum. 

The proposed refunding would employ the estimated surplus revenues of 
the next two years and longer. Meanwhile the outstanding three-per-cent. 
bonds will be undisturbed, the contraction of bank note currency, which now 
takes place at every redemption of three-per-cent. bonds, will cease, and 
ample time will be afforded for the leisurely replacement of these by pur- 
chases which will serve to prevent this contraction altogether for years to 
come. 

Resolutions urging the passage of the bill were offered by Mr. A. D. 
Juilliard, and adopted, .as follows : 

Resolved, That the Chamber of Commerce of the State of New York 
views with anxiety the existing doubts and uncertainties as to the extent and 
effect of the continued contraction of the National bank notes and concurrent 
disturbance of the National banking system. 

Resolved, That for the general welfare in all the varied business interests 
of the country, these doubts and uncertainties ought to be dispelled. And 
in conformity with the report of its Committee on Finance and Currency, 

Resolved, That for remedial legislation, this chamber approves and hereby 
urgently appeals to Congress to promptly enact the measure known as the Pot- 
ter Refunding Bill, amended as now proposed. 

CONNECTICUT.—At a meeting of the Directors of the Clinton National 
Bank, held on the 21st of January, the following minute was adopted: Mr. 
John D. Leffingwell, at the annual meeting of the directors, January 13th, 
having declined a re-election, after over twenty-eight years of active service 
as president of this bank, on account of the infirmities of age, we, the di- 
rectors, desire to extend our sincere thanks to him for his long-continued and 
faithful services. The bank has enjoyed uninterrupted prosperity during his 
administration, never failing to pay its semi-annual dividend. To express our 
regard for, and our sympathy with him in his failing health, we, the directors, 
desire to place on record this testimonial of our appreciation of his services, 
and instruct the clerk to deliver to him a copy of the same. 


40 
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CHARLES H. RoGers.—Charles H. Rogers, President of the Tradesmen’s Na- 
tional Bank of Philadelphia, died on the last day of the old year, at the age of 
seventy-three. His great work was in his bank, of which he was president 
for nearly thirty years. He had entire control of it, and owned nearly every 
share. He took great interest in young mechanics, manufacturers, and other 
beginners in life, and would lend money to them on almost no security, and 
so great was his knowledge of human nature that he used to say that he 
had never been deceived yet. He was also the real founder of the Clear- 
ing-house. He systematized the plan by which the banks should clear up 
their accounts every morning. He was chairman of the Clearing Committee 
for twenty-seven years, with the exception of a short time when he was 
abroad, when the position was occupied by the late Edwin M. Lewis. In 
early years he was engaged in business as a broker in a small way. He was 
married when earning but $1,000 a year. His later years were spent in lux- 
ury, and he died a rich man. He was, more than all, a domestic man, and 
loved to spend his leisure hours in his own fine library, surrounded by rare 
works of art, of which his house was full. He was a great and careful 
reader, and one who did not believe that a person’s education ever should 
stop. He therefore kept up with the literature of the day, even until his 
death. He was very fond of young men, and liked to have them come to 
him for advice, and many is the beginner in life who has profited by his 
rare counsel. He is spoken of by his business associates as a very shrewd 
and a remarkably careful and prudent business man, whose life was above re- 
proach. 


CANADA.—The Government statement of Canadian banks acting under the 
Dominion charter on 31st December, 1884, shows considerable contraction in 
advances made to the public, as compared with the previous year. On Dec. 
31, 1883, discounts and public loans stood at $133,000,000, which in 1884 
was reduced to $122,000,000. An unsatisfactory feature of the bank state- 
ment is the insurance of 46 per cent. in overdue debts, which strongly indi- 
cates a depressed state of trade. In circulation there was a reduction of 
$1,653,000, and in deposits held on account of the Dominion Provincial Gov- 
ernments there was a reduction of 30 per cent. In public deposits there was 
also a considerable reduction, showing that the savings of the laboring classes, 
when there was plenty of employment, are now required to meet the expen- 
ses of living. In December, 1883, the Canadian banks had $18,000,000 to 
their credit in the United States, which amount has since been reduced to 
$12,000,000. In amount due Canadian banks in the United Kingdom there 
is an increase of nearly $1,000,000. ‘Taken altogether the official bank state- 
ment which was issued, and which is regarded as a fair barometer of the 
state of trade of the country, presents no reassuring feature. 


NEW YORK STOCK EXCHANGE.—The sales last year were: 
No, of Shares of Stocks. Governments. State and R.R. Bonds. 


10,023,535 esos $ 1,972,700 sows $ 85,707,200 


32,350,230 
9,204,861 
7,372,548 
7) 422,079 
6,047,663 
6,251,241 
5,359,521 
6,564,879 


1,042,200 
1,308,400 
1,305,000 
2,308,300 
1,789,000 
1,159,000 
637,000 
1,078,850 
703,250 
670,000 
731,000 





48,079, 700 
50,611,350 
45,516,200 
66,894, 100 
43,861, 100 
32,677,600 
34,528,100 
20,516,400 
24,438,600 
29,775,200 
26,230,300 





95,052,052 ones $ 14,879, 700 oeee $ 508,815,800 


SILVER CERTIFICATES.—It is reported that on the 15th of January 2 
prominent Wall Street bank sold $500,000 worth of the new silver certificates 
at a discount of z's per cent. 
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New YORK CLEARING-HOUSE.— The following is a comparison of the trans- 
actions of the New York Clearing-house for 1883 and 1884: 


[ Cents are omitted.] 




















1883. Exchanges. Balances. Transactions. 
ere $ 3,308,881,554 re $ 140,830,943 --+» $3,449,712,497 
February........ 2,997,028,847 awe 114,853,074 ances 3, 112,482,522 
ne hétwead:s 3,0904,977,523 nia 125,862,998 wea 3,220,840, 521 
rrr re 3,085,386, 584 nace 118,330,469 Otte 3) 203,717,054 
DE Gecu cevseses 3,205,040,430 shan 136,871,048 sees 35341,911,478 
ee 3,012,026,554 jaca 133,978,462 Kane 3, 146,005,017 
July...s.eeeseeee 2,755)325,005 sees 134,239,112 sees 2,889, 504,778 
ee 2,981,202,932 eae 1 31,240,486 ela 3,112,443,419 
September....... 3,041,988, 371 vee 126,8¢5,838 re 3, 168, 794,210 
ED vvecsaces 3,831, 718,815 site 142,021,910 rr. 3,973, 740,725 
November....... 2,889,875, 190 ones 125,918,407 “a 3,015, 793,598 
December ....... 3,230,248,401 salah 133,724,743 aes 3.303,973,144 

er $ 37,434,300,871 .ee- $1,564,678,096 .-+» $38,998,978,968 
Average per day. 123,139,147 er 5,146,967 ann 128,286,115 

1884. 
3,382,874,687 jasc 146,955,016 or 3,5209,82¢, 703 
February..... .. 2,967,743,941 as 129,426,797 iis 3,097, 170,738 
a 2,875,155,137 ere 132,067,077 aan 3,007,222,215 
SG ksveceewes 2,902, 330,228 Gees 1 39,470, 564 es 3,041,806, 792 
iad wwe 3,329, 206, 122 aes 151,178,397 — 3,480, 384,520 
See 2,390, 714,105 baat 109,778,197 jeu 2, 506,492,303 
ibcende~ «00 2,179,913,444 ‘on 119,307,233 er 2,299,280,678 
ee 2,049,772,735 se00 99,375,056 sons 2,149,147,791 
September....... 2,056,484, 528 een 95,041,589 sea 2,152,126,118 
ROE co cccecces 2,370,856, 124 iain 126,201,321 ver 2,497,057,446 
November..... 2,095,920, 286 oan 107,264,089 pene 2,203, 184,375 
December........ 2,378,899,828 ee 115,130,071 neers 2,494,029,899 

Total......... $ 30,985,871, 170 ---- $1,471,861,414 s+++ $32,457,732,583 
Average per day. 100,931,176 ~ 4,794,336 cece 105,725,514 


MONEY IN CIRCULATION.—The Director of the Mint has made the annual 
statement and estimate of the changes and increase during the year 1884 in 
the United States gold and silver coin in the country. The coinage, less 
the recoinage, has been: Gold, $23,726,852; silver, $28,119,978. The im- 
ports of United States coin have been: Gold, $4,239,875; silver, 
$725,150, a total gain of $57,461,948. He estimates that $4,875,000 of 
United States gold, and $216,000 of silver coin were melted for use in the 
manufactures and the arts, and that six million of trade dollars, constituting 
a part of the silver circulation in previous years, have been entirely withdrawn 
from circulation. The exports were: Of United States gold coin, $11,878,- 
154; silver coin, $522,431, The net gain during the year was: In gold 
coin, $11,213,573; silver coin, $22,106,697. This added to his estimate of 
the total amount in the country January 1, 1884, makes the circulation on the 
Ist of January, 1885, $563,000,000 gold and $264,000,000 silver, a total of 
$827,000,000. A comparison of the corresponding amounts of paper in the 
United States used as money or as representatives of coin shows at the close of 
the year an increase in the gold certificates of $28,599,232; silver certificates, 
$ 28,269,680, and a decrease in bank notes of $21,324,206; a net increase of 
over $35,000,000. 


Mrs. GREEN.—Mrs. E. H. Green, who has figured much in public of late 
in connection with the failure of the banking house of John J. Cisco & Son, 
‘was long before that event in Wall Street. She is believed to be the richest 
woman in America, a title earned by her own business sagacity, energy, and 
watchfulness. Her father, a New Bedford whaler, named Johnson, died some 
years ago and - ft her, it is said, about $5,000,000. She has lived a frugal 
life, exercised ¥‘raordinary keenness in her investments, and by embracing 
every good opportunity that the stock market afforded, she has more than 
quintupled her heritage. Old Wall Street operators give Mrs. Green credit for 
having as intimate a knowledge of railroad securities as any person they 
know. It is said that she has gotten more than a corner in Reading 
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stock. She is so largely interested in the Louisville and Nashville securities 
that it has been frequently said that she practically owns the road. The ‘‘rich- 
est woman in America” has some strongly marked characteristics. She does 
business on the strictest business principles, regardless of sentiment or rela- 
tionship, and she is economical in the most elaborate sense of the word. 
She seems to have made it a rule of her life to indulge in no personal 
luxuries. She has been known to walk from her‘hotel in this city to a so- 


' cial reception through a heavy snowstorm, rather than pay for the use of a 


coach. It is related that one day, when John Jay Cisco was alive, she got 
out of a Broadway stage in front of his banking office in Wall Street with 
a bulky parcel under her arm. Mr. Cisco was looking out of his office win- 
dow at the time, and a few minutes later, when he found that the bulky 
parcel contained over $200,000 in negotiable securities, which Mrs. Green 
had brought down to place in the vault, he said, ‘‘ Don’t you think it was 
rather risky for you to have brought these bonds down town in a public stage? 
You should have taken a carriage.’’ ‘‘A carriage, indeed!” said she. ‘‘ Per- 
haps you can affort to ride in a carriage. I cannot.” 


THE MONEY OF THE WoRLD.—A table accompanying the report of Direc- 
tor Burchard, of the Mint Bureau, shows that the aggregate amount of money 
in circulation throughout the world, including paper and specie, is $9,99I,- 
964,524, and that of this amount $ 8,032,392,762 is in active circulation, the 
difference between these two series of figures being held in the vaults of 
banking institutions and national treasuries. France has a larger sum of money 
in active circulation than any other country. The United States, British In- 
dia, Great Britain, Germany, Kussia, Italy, Austria, Spain, Belgium, Brazil, 
and the Netherlands following in the order named, more than one-half of the 
entire amount in active circulation being confined to France, India, the United 
States and Great Britain. The per capita of active circulation is in France 
$42.55; Cuba, $42.21; Cape of Good Hope, $38.40; Belgium, $30.40; Neth- 
erlands, $26.77; United States, $24.16; Argentine Republic, $22.50; Great 
Britain, $20.49; Italy, $16.31; Spain, $14.65; Switzerland, $14.60; Germany, 
$14.23; Brazil, $12.59; Denmark, $12; Chili, $12.45; Canada, $11.22; Rus- 
sia, $5.31; Mexico, $5.26; India, $4.05. 

This immense sum of money is thus divideds Paper, $3,943,746,608 ; gold, 
$ 3,293,606,836; silver, full legal-tender, $2,300,680,712; silver, limited legal- 
tender, $443.930,368, which makes the money of the world stand in the rela- 
tion of $6 of specie to $4 of paper. India lacks but $100,000,000 of having 
one-half the entire full silver iegal-tender currency of the world. France comes 
next to India in the possession of silver currency, having $537,000,000 that 
are full legal-tender, and $58,000,000 with a limited legal tender. But while 
India has no gold currency, France has $848,000,000, a larger sum in gold 
than is possessed by any other nation. Great Britain has only $95,000,000 
of silver, the legal-tender quality of the entire amount being limited, while 
her gold foots up $583,500,000. The United States has of gold $650,500,000, 
silver that is full legal-tender, $187,000,000, and silver, limited legal-tender, 
$75,000,000. Germany has of gold $334,000,000,. legal-tender silver, $109,- 
500,000, and limited silver, $102,000,000. Austria has $45,000,000 gold to 
$ 75,000,000 of silver. The Netherlands has $28,000,000 gold to $57,000,000 
silver. Belgium has $64,000,000 gold to $53,000,000 silver. Spain has 
$ 130,000,000 gold to $44,000,000 silver, 

The proportion of the entire volume of specie and paper money in the world 
per capita is thus distributed among the leading commercial nations: 

Paper. Specte. : Paper. Specie. 

United States . $19 39.~«(«..~=Argentine Republic.. $19 94 .$8 15 
Great Britain 61 . 19 25 _ Russi - sa 
« Bee ex . 25 o1 

335 +. ; . oe 

s@ .. . none. 

1181 .. Japan... . eS 

2203 .. British India - 410 

245 .. Mexico » sm 


20 37 
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CHANGES OF PRES IDENT AND CASHIER. 
(Monthly List, continued from January No. page 552.) 


Bank and Place. 


N. Y. Ciry.—Nat’l Broadway Bank.... 


“ 
4“ 


eae 


CONN... 


. Clinton Nat’l Bank, Clinton... 
. Saybrook Nationai Bank, 


. Mystic National Bank, Mystic 


u Seventh Ward Nat’l B’k.. 


" United States Nat’l B’k.. 
German Nat’l Bank, Denver.. 


Pequonnock National Bank, 
Bridgeport. 


Essex. 


—— 


". New London City N.B., New L. 
. Shetucket National a 


{ 
Norwich. } 


.. Tolland Co. Nat’l B’k, Tolland. 


. First Nat’] Bank, Aberdeen.... 


. Sioux Falls National Bank, 


. Farm. & Merch. N.B., Valley C. 
. Nat’l] Bank of Newark......... 


Sioux Falls. 


Atlanta Nat’l Bank, Atlanta.... 


Alton National Bank, Alton. 


. First National Bank, 


Belvidere. 


. Commercial National Bank, | 


hicago. | 


. Metropolitan N. B., Chicago... 


. Union National Bank, 


—— 


Chicago. 


. First Nat’] Bank, Danville..... 
. Farmers’ Nat’] B’k, Knoxville. 
. First Nat’] Bank, Marengo..... 
. German-American Nat’! B’k, \ 


Peoria. 1 


.. Sycamore Nat’! B’k, Sycamore. 
. Farm. & Merch. N.B., Vandalia. 
. First Nat’l] B., Cambridge City. 
. Merchants’ Nat’! B., Evansville. 
. First National B’k, Frankfort.. 


. Citizens’ Nat’l B’k,-Greensburg. 


_. First Nat'l B’k, La Fayette..... 


Fowler National Bank, 
La Fayette. ; 


. First Nat'l] B’k, La Porte...... 
. First National Bank, 


New Albany. 


. New Albany N.B., New Albany. 


. First Nat’l B’k, New Castle. . 


. Second Nat’! Bank, Richmond. 
.. Nat’l Bank of Rising Sun...... 
. Rushville Nat’] B’k, Rushville. 
. Washington N. B., Wash’n.... 


. National Bank of Boone..... 





First Nat’l Bank, Brooklyn... 


. Second Nat’! Bank, Dubuque.. 





Elected, ln place of 

H. Hoagland, V. Pr..... C. Burkhalter. 

O.H. Schreiner, /r.A.C. Downing, Aro tem. 

S. B. Geant, , FP. .cces W. H. Tillinghast. 

J. A. Cooper, Cas....... J. A. Cooper, Actg 

David Trubee, 77....... C. B. Hotchkiss, 

J. L. Wessels, V. enegghag aireres> ire 

John B. Wright, Pr..... -? D. Leffingwell. 

Sears C. Biv, FP. ccccce: Jj. EB. Redfield, 

L. L. Wooster, Cas...... C. S. Hough. "== 
. S. H. Wheeler, V. Pr.... J. S. Schoenover 

Ps Ure SE a Ges... waewedes 

Osgood, re _C. Webb. 


Wm. A. Breed, Cas. ie tem. W. Roath. 
Wm. Holman, V. Pr. . A. Root. 


To aE acccee  — sevrecce 
J. W. Tuthill, V. Pr.... W. Van Eps. 
Bak CO, GOTO CHR «_ khetanes 
5, W. Seat, F. PP. «cece C. Hokauson. 
i CG Pete inecce  Senceoce 
G. R. Deseawee, 450..  — nccccces 
C. A. Caldwell, Pr...... S. Wade.* 

EB. FP. Waee, CBisccscces C. A. Caldwell. 


C. A. Caldwell, Jr., 4. C. E. P. Wade. 
Mark Ramsey, /*7....... W.S. Dunton. 
E. M. Frink, .4ss’¢ Cas.. J. Terwilliger. 
John B, Meyer, Cas...... F. S. Eames. 
D. Vernon, 4ss’¢ Cas.... John B. Meyer. 
Henry A. Ware, Cas.... Henry A. Ware, 4. 


J. Fe Fe GE, F.. FP ice ws C. B. Farwell. 
W. C. Oakley, Cas...... J. J. P. Odell. 
C. L. English, Cas. .... E. H. Palmer. 
eae Ss | 
N. V. Woleben, ee ae 
S. D. Puterbaugh, V. Pr. M., Pfeifer. 
Weston Arnold, Cas..... W. Oberhauser, 
I. N. Perry, V. Bs ani C. W. Marsh. 


W. Sonnemann, V. Pr.. A. Willis. 
M. Thornburgh, V. /r.. J. D. Jackson. 


John Gilbert, Cas....... B. W. Raleigh. 
Jas. H. Paris, FP... .- A. Given. 

Louis E. Lathrop, A. é.. peaneee 

R. W. Sample, V. P..... I. G. Sample. 
Ee ee Pete hescs § paisecaoor 

C. eee, AP Cee. ka wesees 
TS eae E. Morrison. 

{ W.S. Culbertson, fr.... J. J. Brown. 

5. 5. PO, FF ss cee W. S. Culbertson. 
M. A. Weir, Cas........ A. Scribner. 


. Mark E, Forkner, V. Pr. W. F. Boor. 


An Chee bess sbetsnen 
Ds EPG, £0 ov 0ccceses John F. Pate. 
OA Oe Oe eee ree 
E. W. Thompson, /r.... J. N. Breen. 


Jobm Mi. eevee, Fa Fin ccc sce 
io 3 ef? | eee eee 


» Bae Bes VOU, OTE COR ft acctes 


J. K. Deming, 4ss’¢ Cas. __.......... 





630 THE BANKER’S MAGAZINE, | February, 


Bank and Place. Elected. In place 
Iowa... First National an. J. W. Myers, V. Pr +; , 
e Mars. M. H. Finney, Cas J. W. Myers. 
. Security Nat’! B’k, Sioux City.. H. H. Buckwalter, A. C. | 
. Hutchinson N. B., Hutchinson. W. E. Burns, Pr G. W. Hardy. 
First Nat’l] Bank, Oswego C. Abbey. Pr R. P. Clement. 
. People’s Nat’l B’k, Ottawa 
Ashland Nat’! B’k, Ashland... loko Means, Pr 
. Mercer N. B., Harrodsburg P. E. Bell, Ass’t Cas.... 
. National Bank of Hustonville.. J. W. Weatherford, Pr.. J. P. Riffe. 
.. First Nat’] Bank, Lexington... John M. Bell, dss t¢ Cas.. E. 5. Duncanson., 
.. Third Nat’! B’k, Louisville C, H. Wulkop, 4. C..... 
.. First Nat’] Bank, Damariscotta, Addison Austin, Pr 
. New Castle N. B., New Castle, Thos. C. Kennedy, Pr... 
First Nat’] Bank, Hagerstown,, A. B. Almoney, 4. C.... 


... First National Bank, Amherst... H. T. Cowles, 4. C 
.. First Ward Nat’! B’k, Boston.. Stephen H. Whidden, 7. S$ 
.. Lincoln National B’k, Boston.. Nathaniel J. Rust, V. P. 
.. Nat’l B’k of Commerce, Boston. R. P. Hallowell, V. /7.. W. B. Storer. 
.. Nat’l Webster B’k, Boston 4 aenste A. Peters, FP vane + Jaques.* 
. Lancaster National Bank, . H. McNeil, H. C. Greeley. 
Clinton. W. H. McNeil. 
. Dedham National Bank, lL. H. Kingsbury, FP 100: Ex We. Ee 
Dedham, | Edwin A. Brooks, Cas... L. H. Kingsbury. 
.. First Nat’l B’k, Fall River D. A. Brayton, Jr., V. P. 
.. Second Nat’! B’k, Fall River... Wm. B. Lovell, Ass’¢ C.. 
. First Nat’] Bank, Marlboro.... Wm. H. Fay, Pr 5. : 
.. Pacific Nat’] B’k, Nantucket... Chas. H. Coffin, Cas.... Wm. H. Chadwick. 
.. Berkshire N. B., North Adams, Arthur D. Cady, Cas C. H. Ingalls. 
.. First National Bank, Salem .. Wm. G. Webber, 77.... J. Davis. 
. Cold Water National Bank, 4 Geo. Starr, Pr H. C. Lewis. 
Cold Water. } L. A. Jackson, Ass’¢ Cas. 
. Hastings National Bank, j W. D. Hayes, Cas. .... G. E. Goodyear. 
Hastings. | W. J. Bowne, Ass’¢ Cas.. W. D. Hayes. 
.. First Nat’l B’k, Kalamazoo.... R. S. Babcock, Pr E. O. Humphrey. 
.. Lowell Nat’l Bank, Lowell in N. Hine, C. T. Wooding. 
. First National Bank, Mason... T. , H. P. Henderson, 4 
J. C. Larimore. 
.. Citizens’ Nat’l Bank, Niles... < G. W. Platt, V. Pr ix wh dean 
Ed. F. Woodcock, Cas... F. M. Gray. 
. First National Bank, j A. T. Nichols, Pr T. D. Dewey. 
Owasso. } T. D. Dewey, V. M. Osburn. 
.. First Nat’l Bank, St. Johns.... P. E. W canadien 7 
.. First Nat’] Bank, Whitehall.... John C. Lewis, V. . H, E. Staples. 
:,.. First National Bank, { Geo. M. Fish, Jr., Wir D. R. Sutherland. 
Morris. } H. C. Judson, Cas C. W. Rohne. 
.. Farmers’ Nat’l B’k, Owatonna. C. F. Backus, 4ss’¢ Cas.. Geo. L. Gutterson. 
_. Nat’l Ger.-Amer. B’k, St. Paul. Theo. Draz, Ass’¢ Cas... 
.. Rochester Nat’l] B’k, Rochester. N. C. Younglore, V. Pr.. J. T. . 
_ First Nat’] Bank, Wabasha.... L. Whitmore, Cas Bruce Florer. 


First Nat’l Bank, Kirksville.... S. M. Link, Pr. J. Caskey. 
.. first National Bank, Macon.... John H. Babcock, Pr.... W. Logan. 
_ Wood & Huston Bank, Will. H. Wood, Pr Jos. Huston. 
Marshall.) J. P. Huston, Cas.. .... Will H. Wood. 
_, First Nat’] Bank, Mexico T. Buckner, -lss’¢ Cas... 
.. Fourth Nat*l Bank, St. Louis.. Louis J. Holthaus, VY. Pr. A. Hussman. 
_. Third Nat’l Bank, St. Louis.... Jas. M. Franciscus, V. P. O. B. Filley. 
. First National Bank, J. R. Vaughan, V. Pr... L. Holland. 
Springfield. { A. J. Clement, Ass’¢ Cas. 
y ” : Jno. L. Tidball, Pr 
. First National Bank, Wilber. J. R. Clark, V. ?'r _ E. Thompson. 


_.. First Nat*l Bank, Clinton John R. Kline, /. - 
. Orange National Bank, | T. J. Smith, Pr . A. Lighthipe. 
Orange. | J. W. Smith, Cas . J. Smith. 
... First National Bank, Albany... Jas. C. Cook, Cas . Cogswell. 
. National City Bank, D. B. Powell, .°r J. J. Studwell.* 
Brooklyn. Chas. T. Young, Cas.... A. A. Rowe. 


* Deceased, 
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Bank and Place. Elected. In place of 
N. Y.... Briggs’ National Bank, Clyde.. W. A. Hunt, 4ss’t Cas... wa en neee 
u . First Nat’] Bank, Dansville.... L. Kuhn, as J. Faulkner, Jr. 
( G. H. Corwin, | ree D. G. Floyd. 
a . First Nat’] B’k, Greenport...<~ G. C. Adams, V. Pr.... = waeneees 
Ie, Ss CARs oc cee. G. C, Adams. 
u -. National Bank of Le Roy, 4 M. P. Lampson, V. Pr.. —s«. we ee ee 
Le Roy. W.C. Dorman, AsstC.. sw. an ae 
” National Bank of Malone...... Leslie C. Wead, Pr...... S. Lawrence. 
u . Pulaski Nat’] Bank, Pulaski.... Sherman Clark, ft. Sires 
W . First Nat’l Bank, Rhinebeck... Geo. Esselstyn, V. Pr.. R. Kelly. 
» .. National Bank of Rondout..... John B. Alliger, Cas..... E. B. Newkirk. 
u . First National Bank, + R. A. Snyder, PY.... 2... J. Kiersted.* 
Saugerties. { Christopher Tiero, V. Pr. J. . W. Davis. 
w .. United National Bank, J. W. Fula, Priccceses E, T. Gale. 
Tr ae Wm. A. Thompson, V.P.J. W. Fuller. 
u . First Nat’] Bank, Watkins..... POE ee ee 
" .. Nat’l Bank of Westfield ieee fe U.S er er re 
N. C... Merch, & Farm. N.B.,Charlotte, H. G. Springs, V. Pr.... J. H. Wilson. 
OHIO... First Nat’l Bank, Barnsville.... Asa Garretson, Pr....... F, Davis. 
w .. First Nat’) Bank, Batavia...... F. I, Rondebush, _ =e 
u - Second National Bank, , Chas. Davis, Rs so gacas B. Eggleston. 
Cincinnati. } B. F. Davis, | J. B. Wilson. 
uw .. Third Nat’l Bank, Circleville... W. J. Weaver, Pr....... C. Benford. 
w .. Cleveland N. B., Cleveland.... F. A. Mehling, MOOT Gs, . «-- aawenucs 
a - Mercantile National Bank, ( T. P. Handy, Pr........ Chas. C. Baldwin. 
Cleveland. } BE. R. Poskims, FF ..c.  _ cewccces 
w .. Nat’l B’k of Com., Cleveland... F. E. Rittman, Ass't Cas. T. S. Sanford. 
w .. First Nat’l Bank, Kenton...... Willis E. Scott, Ass’t C.. J. C. Howe. 
» .. Portsmouth N. B., Portsmouth. S. Reed, V. Pr.....e.000 == a veecece 
a .. Third Nat’l Bank, Sandusky... Geo. J. ‘Anderson, V. Pr. P. G. Walker. 
# .+ Trumbull Nat’l Bank, Warren, G. O. Griswold, ingest H. Austin, 
‘w .. First Nat’] Bank, Wilmington. T. Q. March, Ass't eee ee 
PENN... Bradford N. B., Bradford...... C. A. Mitchell, Ass’¢ Cas, J. M. Fink. 
w  .. First National Bank, Canton... Daniel Innes, P7........ A. Innes 
u  .. Dillsburg Nat’! B’k, Dillsburg.. Lewis Strayer, V. Pr.... H. Bowman. 
. . First National Bank, Du Bois.. P. S. Weber, dss’ Cas.. sa... eee 
« .. First National Bank, Easton... E. F. Stewart, Pr....... _ M. Foreman.* 
w .. Second National Bank, Erie.... W. M. Wallace, 4.C0.... —.....4.. 
uw «+ Merch. & Farmers’ N. 'B’k, 4 D. W. Shryock, Pr...... eo Tranger. 


Greensburg. 1 i J. C. Crownover, Cas.... D. W. Shryock. 


.. National Bank of Kittanning.. J. M. Painter, 4ss’¢ Cas.. G. W. Doverspike. 
. First National Bank, G. B. Eldred, P........ G. V. Bentley. 


Montrose.) D. R. Lathrop, Cas...... G. B. Eldred. 


.. First Nat’] Bank, Mt. Pleasant. Geo. W. Stoner, 4. C... J. C. Crownover. 
. Fourth Nat’] Bank, Pittsburgh. Jas. M. Bailey, V. Pr ... J. M. Horner. 


" . City Nat’l Bank, Susquehanna, J. Schlager, V. Pr....... C. Schlager. 
w .. Citizens’ Nat’l Bank, Warren.. M. Pandee, Ass’¢ Cas.... sn nneees 
w  ,. First Nat’l] Bank, Westchester.. Alfred P. Reid, V. Pr... ss ss eee 
R. I.... Pascoag Nat’l Bank, Pascoag.. J. O. Inman, Pr......... J. T. Fiske. 
u .. Phenix Nat’] Bank, Phenix.... Edwin W. Potter, Pv.... W. C. Ames. 
" . Nat'l Niantic Bank, Westerly... J. M. Pendleton, Pr..... H. N. Campbell, 
TENS... Third National Bank, Joke A. Bast, FP. ccccss D. E. Rees. 
Chattanooga. } D. E. Rees, V. Pr....... J. P. Smartt. 
“ .. First National Bank, C. B. Moeteaive, PP... occ J. G. Woods. 
F ayetteville, Ce, We. BEORIR. . ccccccce C. B. McGuire. 
u .. Stones’ Riv. N.B., Murfreesboro Wm. Mitchell, Pr....... W. H. Doughty. 
u - People’s Nat’l Bank, Pe. Be Bs CER s BP io cscces coc J. G. Ballentine. 
TEX.... First National Bank, Be Bee BR. Fs cocnsnce - L. Vaughn. 
a A, TA Bee, ere Cee... cece: 
” . Exchange Nat’l Bank, Denton. John Bain, CE ee 
» ., Red River N. B., Gainesville... L. B. Smith, dss’t Cas... ca ce uae 
VT . National Bank of i a's eta C. M. Spencer, Cas...... F, L. Eaton. 





| Howard Nat’l k, Burlington. T.:C. Pease, Ass'¢ Cas... M. H. Finney. 
. Merchants’ National Bank, Chas. W. Woodhouse, P. E, Lyman. 


Burlington. L. E. Woodhouse, Cas... C. W. Woodhouse. 
* Decease”, 
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Bank and place. 
First National Bank, 


{ February, 


Elected. In place of 
Aaron N. King, 


me 3 Bacon. 


Chelsea. } John B. Bacon, V. Pr.... 


. Killington Nat’l B’k, Rutland.. E. P. Gibson, V. Pr 


-. Merchants’ National Bank, iz 
St. Johnsbury. 
. Passumpsic S. B., St. Johnsbury. 


F. Fletcher. 
. F. F. Fletcher. 
E. D. Blodgett. 


.. First Natl Bank, Springfield... a Richardson, 4. C.. 
. Farmers’ Nat’l B’k, Vergennes. S. W. Hinds, Asst Cas.. 


Lynchburg N. B., Lynchburg.. J 
W. Va.. Second Nat’! B’k, Morgantown. Wm 





NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from January No., page 552.) 


State. Place and Capitad. Bank or Banker. 
CAL.... San Lu. Obispo, Jack Goldtree & Co 
DakK.... Di Bank of Diana 


W. G. Williams, Pr, 


City National Bank 


Jos. Crawford, Pr. 
Farmers’ National Bank.. 
G. Sanburn, Pr. 
Commercial Nat’] Bank.. 
E. Callender, Pr. 


oc Old Nat’! Bank 


Samuel Bayard, Pr. 


$ 200 
. Fort Ses... The Old Nat’l Bank 


$ 350,000 Stephen B. Bond, Pr. 


. Brooklyn....... First National Bank 


J. Holmes, Pr. 


. Morrison Bank of Morrison 
Winchester..... Winchester Nat’l Bank... 


$200,000 W.H. Witherspoon, Pr. 


. Grand Rapids . National City Bank 


$ 500,000 Thos. D. Gilbert, Pr. 


. Hancock... Bank of yg 


. A. Foland, Pr. 


. Minneapolis.... Gemmell Bank 


W. Young, Pr. 
Farm. & Drovers’ B’k.... 


Hermitage 
. Coleridge Bank of Coleridge 
. Plum Creek.... First National Bank, 


$ 50,000 H. R. Temple, ?. 


. Albany... oe SE nea Bank.. 


P. Williams, Pr. 
. Imp. & Traders’ National Bank. 


“ee B’k of Le Roy.. 


Wm. Lampson, /». 


Citizens’ National Bank.. 
J. M. Gilliland, Pr. 


. North East.... 


. Centreville First National Bank 


$ 50,000 H, Clagett, Pr. 


First National Bank 


Belton National Bank... 
J. Z. Miller, Sr., Pr 


W. A, Ensign & Sons.... 


Cashier and N. Y. Correspondent. 


E. H. May, Cas. 


Henry P. Ayres, Cas, 
National Park Bank. 
Henry Reis, Cas. 
Third National Bank, 
J. D. Bond, Cas. 


B. M. Talbott, Cas. 
Gilman, Son & Co, 


J. ¥. Baars, Cas. 


Chatham National Bank, 
A. Gunderson, Cas. 


H. V. Temple, Cas. 
American Exch, National Bank, 


Jonas H. Brooks, Cas. 


Butler Ward, Cas. 


Central National Bank, 
E. R. Bell, Cas. 


John T. Walker, Cas. 


Hanover National Bank. 


. A. G. Wells, Cas. 
_ J. Z. Miller, Jr., Cas. 











CHANGES, DISSOLUTIONS, ETC. 


CHANGES, DISSOLUTIONS, ETC. 


(Monthly List, continued from January No., page 553.) 
ARK.... Bentonville .... S. D. McReynolds; assigned. 


CAL.... Haywards...... Bank of Haywards; discontinued business. 
Rss « < SIUC ccc ces Emerson & West; now Hunter & West. 
Dak.... Yankton....... McKenney & Scougal; dissolved. 
GBbiccece Augusta....... The Bank of Augusta; assigned. 
TLL. o000 a, errr Lee Co. National Bank ; succeeded by First National Bank. 
G  o6 SD exc ccs Gerhard Foreman; now H. G. Foreman & Bros. 
S- sncBeisess cons Callender, Ayres & Co.; now Commercial National Bank. 
w ., Wyoming...... First Nat’l] Bank ; went into voluntary liquidation Jan. 13. 
IND .... Evansville...... Evansville National Bank ; now Old National Bank. 
© ee u Merchants’ Nat’] Bank ; will be succeeded by Banking House 


of Bement, Gilbert & Co. 
» ., Fort Wayne.... Fort Wayne Nat’l Bank; succeeded by The Old Nat’! Bank. 


> op Bind << ces Muncie Nat’! B’k ; went into voluntary liquidation Jan. 28. 
S aq Cees cone First National Bank ; has gone into voluntary liquidation. 
Kan.... Armourdale.... Bank of Armourdale ; discontinued business. 
e po Maeve eccs Bank of Lincoln Co. (J. P. Cummins & Co.); now Head, 
Lutes & Jenkin, proprietors. 
w .. Newton,....... Harvey Co. Bank ; suspended. 
«  .. Harper......... Ellis & Bourne; succeeded by Ellis & Bourne Banking Co. 
S. «eq ME eeccces First Nat’] Bank; has gone into voluntary liquidation. 
Mass... BemteRsc... ose Evans & Doane ; now Irving A. Evans & Co, 
© oe WOME BURReccccs G. M. Haffards; now G. M. Haffards & Co. 
MicH... Grand Rapids.. City National Bank ; now National City Bank. 
w ., Jackson........ Jackson Interest & Deposit Bank ; suspended. 
MINN... Wadena....... Bank of Wadena ; assigned to A. Murray. 
en Eldorado SPBS.. ey Bros. ; succeeded by The pomeng Banking Co. 
w ,.. Lamar. . _N. Wills & Co. ; now M.N. Wills. 
w ., Missouri City. , ‘ee City Savings Bank ; failed Jan. 15. 
NEB,... Plum Creek.... Dawson Co. Bank; now First National Bank. 
a: White Pine Co. Bank ; suspended Dec. 31. 
N. MEx, Silver City..... Silver City Bank ; will discontinue business February 15. 
. Wecwe MUMBO... cc ches Shuttleworth & Newell; now H. J. Shuttleworth. 
OunI0... Hudson........ D. D. Beebe; assigned January 28. 
S- ¢¢ Sida sae0 Brenneman & Horst; succeeded by the Farmers’ Bank. 
S aq Weeeeseunnas Miami Co. Bank; sold out to Haywood, Boyce & Co. 
PENN... Jamestown..... Jamestown Savings Bank ; suspended Jan. 20. 
» .. Lancaster..... . Amos. S, Henderson ; failed. 
2 .. Tarentum...... First National Bank; has gone into voluntary liquidation. 
TEXx.... Belton......... Miller Bros.; succeeded by The Belton National Bank. 
w ., Galveston...... Island City Savings Bank ; suspended January 26. 
, ae Rutland........ Nat’l Bank of Rutland; has gone into voluntary liquidation. 
« .. Manchester .... Battenkill National Bank ; closing up business. 





. 
ey 
9 


The Banker’s Almanac and Register for 1885 is now ready. The new 
volume contains, besides its usual matter, a list of United States Pension 
Agents. The list of Foreign banks and bankers is very full and complete. 
The South American, Mexican and West India list will be found to be of 
marked value. Price $3.00 per copy, or $5.00 in advance for the January 
and July editions, with Monthly List of changes. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Continued from January No., page 554.) 
No. Name and Place. Fresident, Cashier. Capital. 


3281 Old National Bank Samuel Bayard, 
Evansville. IND. Henry Reis, $200,000 


82 National Exchange Bank Chauncey P. Williams, 
Albany, N. Y. Jonas H. Brooks, 500,000 


3283 National Bank of Le Roy Wm. Lampson, 
Le Roy, N. Y. Butler Ward, 100,000 


3284 First National Bank T. J. Holmes, 
Brooklyn, Iowa. B. M, Talbott, 50,Cc0o 


3285 Old National Bank Stephen B. Bond, 
Fort Wayne, IND. Jared D. Bond, 350,000 


3286 First National Bank F, W. James, 
Baird, Tex. A. G. Wills, 50,000 


3287 Farmers’ National Bank F, G. Sanburn, 
Knoxville, ILL. O. G. Smith, 60,000 


3288 First National Bank H. Clagett, 
Centreville, TENN, John T. Walker, 50,000 


3289 City National Bank A. P. Wooldridge. 
Austin, TEx. M. C. Miller. 100,000 


3290 Winchester National Bank.... . W. H. Witherspoon, 
Winchester, Ky. J. P. Powers, 200,000 


3291 Citizens’ National Bank J. M. Gilliland, 
Ripley, OHIO. E. R. Bell, 100,000 


3292 First National Bank H. R. Temple, 
Plum Creek, NEB. H. V. Temple, 50,C00 


3293 National City Bank. ........... Thos. D. Gilbert, 
Grand Rapids, MICH. J. Frederick Baars, 500,000 
3294 City National Bank Jos. Crawford, 
Dixon, ILL, Sam’! C. Eells, 100,000 


3295 Belton National Bank J. Z. Miller, Sr., 
Belton, TEX. J. Z. Miller, Jr., 50,000 


3296 Commercial National Pank..... E. Callender, 
Peoria, ILL. Henry P. Ayres, 200,000 





A FAmMous BANKRUPTCY CASE.—A noted case of bankruptcy was disposed 
of in the United States District Court at Pittsburgh, on the third of Janu- 
ary. The case had been dragging along for eight years, and more than 
a million dollars was involved. It was that of William M. Lloyd, formerly 
of Altoona, but for a year or more past a resident of Jamestown, Dakota. 
Prior to 1873 he was extensively engaged as a banker, and had banks or 
was interested in such institutions at Altoona, New York City, Tyrone, 
‘Ebensburg, Latrobe and Irwin’s, in Pennsylvania, and at East Liverpool, O. 
All these banks suspended on the 31st of October, 1873. Afterwards Mr. 
Lloyd obtained an extension from his creditors for one, two, three and four 
years, and resumed business at all the banks except at Irwin’s. These banks 
were carried on until the middle of August, 1875, when they all suspended 
at the same time and did not resume. On the eighteenth of the following 
September Lloyd made a voluntary assignment under the State laws. Lloyd 
is now discharged from bankruptcy, he having conformed to the requirements 


of the law. 
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THE BANKER’S MAGAZINE. [ February,, 


NOTES ON THE MONEY MARKET. 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month of January has fulfilled the December promise of an improve- 
ment both in the volume of business transacted and in the prices obtained 
for the leading staples of commerce. Raw material has turned the corner 
of hard times, but manufactured goods hang fire, for they never move so 
quickly as the former, although the exchanges throughout the country have 
shown no increase, but rather the opposite, as compared with those of a year 
ago. The advance indicated in our review last month has been realized in 
most if not all the speculative markets, including even in the poor old half- 
blind and maimed stock market, which really did go up without a derrick 
and steam-hoist to lift it. The shorts became alarmed at the strength in 
other markets, and especially at the growing confidence in speculation on the 
bull side, and they ‘‘covered” their shorts and concluded to await develop- 
ments rather than risk being caught up again in another such speculative 
boom as followed the depression of 1877. There was no occasion to fear that, 
as the conditions were not the same. Yet prices are so low for all real 
bona-fide property that no one should be short of any when the distrust 
that sent them too low shall begin to disappear. The sensitiveness of all 
markets to bull influences is due to this fact, and hence the noticeable ‘change 
within a-month past, in all except ‘‘ fancy,” or more correctly, worthless stocks, 
which go up more easily than they come down. This is in striking contrast to 
the reverse condition of markets for two years past, when they would not stay 
up only when the pump was kept working. Indeed the ‘‘ water’’-logged 
crafts that were kept afloat by the pumps in Wall Street could not be bailed 
out by all the pumps of the stock exchange and the banks combined. That 
all those conditions which culminated in the panic last summer are gone, is 
clearly evident, nor will they return. The whole country is now in a sound 
and healthy situation. People have sold their outside loads and paid off 
their debts, or put them where they will not occasion trouble, and have got 
their remaining business in snug shape where they can handle it even if it 
be smaller than it was. There will be no kite-flying and no booming. 
Speculation has cost those so dearly who abandoned legitimate business to 
gamble, that it will be a good many days before anybody will turn their 
pockets inside out to put up margins. The risking of all one had to get out 
of desperate straits was a common thing last year. Now people are going 
slowly, creeping where they formerly ran. Of course this diminishes the vol- 
ume of business compared with a year ago, and will continue to diminish it 
for a year to come at least. Hence the exchanges of the country will continue 
to show a loss as compared with last year, long after legitimate business has 
revived, and probably until it is sufficiently restored to give people a surplus 
of profit outside of regular business to dabble in speculation again. For this 
reason the exchanges of the country will be as deceptive as is the stock market 
to those who watch either as a barometer to indicate the revival of business. 

Another reason why our bank clearances are wholly deceptive as a gauge 
of business in comparison with other years, is the fact, that prices of most 
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articles and of most securities are from one-third to one-half less than a year 
ago, which would make the clearances on an equal amount of business from 
Measured by this standard the month of 
January would show a marked improvement over last year, could the specu- 
lative exchanges be separated from the rest. 

But there is an index that is not deceptive, and 
genuine and general improvement during the past month than has been seen 


one-third to one-haif 


in two or three years, or, in fact, 


precipitated 


past. 


less also. 


the liquidation of 


the 


wild 


There is also another unmistakable 


since the short 


it has 


crop year of 


recorded more 


1881 


speculation of preceding years. 
That index is the general resumption of the iron trade throughout the 
country, east, west, north and south, over fifty large iron working manu- 
factories having started up during the month, after weeks or months of 
idleness, with a larger force of men than they have employed for two years 


barometer. 


With all the com- 


plaints of hard times and idle men, the number of unemployed, destitute 


and suffering people 
deepest of the last depression, culminating in the riots of 1877. 


in the country is very much smaller than in the 


Probably 


there is less idleness and suffering than a year ago, yet people have taken 
the reduction of wages, which has been so general this winter, as a syn- 


onym of 


ployment on the other. 


suffering on one _ hand, 


and as 


an indication 


of lack of em- 
Were this not so, the public have reasoned, men 


would not accept the reductions, and employers would be unable to enforce 


them. 


But people fail to recognize the commercial, manufacturing, industrial 


and financial revolution the country has been undergoing the past few years. 
The cost of production of everything has been so reduced during the last 
ten years, the world over, by the universal introduction of labor-saving ma- 
chinery, that the cost of living has been reduced in almost equal proportion. 

Over-production has resulted in forced sales of the surplus at even less than 
-cost, and has still further reduced the cost of living until wages have come 


down, and the cost of production has been still further reduced. 


Hence, the 


acceptance of lower wages does not indicate hardship or suffering, or lack of 
But, on the contrary, it increases demand for labor by enabling 


employment. 


our manufacturers to make goods at 
Thus, this very reduction in wages is the best thing in present con- 


them. 


prices that once would have ruined 


ditions that could happen, while labor has just as much purchasing power 
as it had when getting high wages and paying high prices for living. Never 


was bread so cheap, nor clothing nor manufactured goods. 


Rents and meats 


are still too high and must go lower, as capital has accepted a reduction in 
its profits, and three per cent. is now as good interest.as six per cent. was 


when wages were double. 


Manufacturers are also willing to accept a small 


profit on their goods now, when they once wanted ten and even twenty per 


cent. 


dividends. 


Old _ rates of 


interest and dividends and 


wages are all 


things of the past, and of a period of inflation, induced by the artificial 


conditions of war, protection, and speculation that followed both. 
has entered an era of lower prices than was ever before seen. 
inevitable result of the universal use.of labor-saving machines. 


very object of such machinery. 


plague, or bad crops. 


The world 
It is the 


This was the 


Hence, these low prices in the future must 
be permanent, except when production is temporarily interfered with by war, 


Nothing that could so much injure every interest 
in the United States to-day as another period of inflation and high prices. 
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Our manufacturers would suffer more than any other class, because they are 
now reaching a point where they can compete with the manufacturers of Eu- 
rope in the markets of the world, thus opening those to us, as well as keep- 
ing our home markets. For, if we can compete successfully in foreign mar- 
kets, we can, of course, undersell Europe in our own markets. This is due 
to the fact that this country is the base of raw materials and food supplies 
for Europe, and the price there is made here with freight, commissions, trans- 
fers and insurance added, while the same charges on the manufactured goods 
back to this country are of themselves protection that will protect our manu- 
factures, no matter what our tariff is, so soon as we get the cost of production 
down to a normal basis, which we have now reached in our most important 
manufactures. When this comes we will become the great manufacturing 
country of the world. This is where the present hard times are bringing 
us, and they will prove a blessing in disguise to this country. The iron 
manufacturers now admit that, had they not been so short-sighted in 1878- 
79, they would not have been idle the past two years. They ran up the 
price of iron so high then that Europe dumped all her surplus on us 
just at the time when the enormous profit in iron manufacture here attracted 
capital into the business until our production was double our consumption.. 
Then came the reaction, and the enormous quantities of foreign iron here 
had to be held through all this depression coming on the market at what- 
ever it would bring in competition with home manufacture, until now, it has 
been mostly worked off, and our manufacturers have our markets to them- 
selves again for the first time since 1879. Had they not ran up the price 
of iron in 1879, thus attracting a large quantity of foreign iron, they might 
have supplied all that has been imported from Europe. This mistake will not 
be repeated on the next boom, but our markets will be kept to ourselves, and 
the temptation not offered to everybody to go into the iron business. 

The trunk line pool has gone to pieces, by the action of the Penn- 
sylvania, which is supposed to have finally abandoned it as a failure, fol- 
lowed by Vanderbilt, who declared it such, and that it had been maintained 
at the expense of the two strongest systems which it had been created to 
protect from the weak or bankrupt roads having no dividends to earn. The 
survival of tue fittest is now to be relied upon. by these two systems to 
maintain their position. While the pool has been abandoned by these great 
roads, the coal roads have resorted to their old and false god, combination, to 
save them from the wrath to come—namely, bankruptcy. They are between 
the upper millstone of over-production and lower prices and the nether one 
of curtailed output and deficit in their tonnage and fixed charges. They 
have taken the latter choice, which crippled them and the trade in 1877. If 
they would let down the price they would increase consumption, and enable 
many manufacturers to start up who cannot now, and make better tonnage 
for their roads. The war on passenger rates, as well as freights, has continued 
between the trunk lines, notwithstanding the meetings held to ‘‘ restore har- 
mony.” The only harmony is in cutting by all lines to the lowest rates 
by any. This is true of everything and every road, except the Pennsylvania 
on passenger rates, which it still maintains except on emigrants, which were 
cut to $1 from New York to Chicago early in the month. As for peace 
and restoration of rates, there can be none until there is more business. 

The produce markets, which had begun to move up in December, as noted 
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in our last, in anticipation of a January rise, advanced sharply for the first 
half of the month on a good shipping as weil as speculative demand, both 
for the long and the short account. This lasted till about the middle of 
the month, when the conservative operators thought the advance had been 
too fast and too much of a speculative character to hold without a reaction, 
and they sold out on the public, who lugged the load until they found 
they had no Moses to lead them into the land of promised higher 
prices, and they began selling out, the big operators helping them, in order 
to get prices back, where it would be safe to buy again. This point has 
been reached in most of these staples, in the opinion of the best informed, 
who have been buying of late whenever the markets were weak, and are pre- 
paring for a still further advance than we have yet had. This is more 
especially the case with wheat and cotton, which has many and strong friends, 
while corn and provisions are looked upon as good values until Spring, when 
larger supplies are anticipated, and lower prices between now and another 
crop. On the other hand, higher prices for cotton and wheat are looked for 
before another crop, although there are a good many good operators who 
think both will go lower before they will go higher. The oat market goes 
with corn, yet the stocks and movement are disappointing, in view of the 
largest crop ever raised. 

The coffee market has shown more speculative animation and strength 
also, on shorter crop estimates from Rio and lighter receipts there. The 
bulls have the advantage as yet, although the trade seems well stocked or 
indifferent, and hold back as they did last year till the bull clique dropped 
their load and then took in a large stock at low figures. The prevailing 
opinion now isthe same as in cotton, that the last crop will prove really 
short as the bulls have predicted, although the European coffee markets have 
shown more disposition to realize. 

Tea has breathed the breath of life again speculatively, and advanced 
early in the month, with some activity based on prospect of a_ protracted 
war between China and France. But as the month wore on, and both bel- 
ligerents seemed more inclined to stand off at safe distance and make faces 
at each other than to fight, speculation relapsed into the comatose state it 
has preserved since the collapse of the first, last and only speculation in tea 
on the new exchange. Sugar has also had one or two spasmodic exhibi- 
tions of signs of life, based on the low prices, the talk of a new treaty 
with Cuba, and the general renewal of confidence and speculative activity 
in other staples. But the New York refiners, who have more to do with 
making the sugar market of the world than anybody else, discouraged the 
movement, which was either premature or made to appear so till these re- 
finers have their stock laid in and are ready for a rise. 

The tobacco and naval store trades have been neglected but the small 
changes and activity there have been in favor of the bulls. Petroleum has 
been a comparatively dead cock in the speculative pit, and has refused to fly 
up or jump down far from the perch at 70 cents above and below which it has 
vacillated like a pendulum within a range of about 2@3 cents either way. 
There have been several good new wells opened, while the Standard Com- 
pany have not cared to bull the market, but appeared rather as buyers on 
weak spots. This dragging, uncertain kind of a market has tired out all the 
smaller bulls with carrying charges, and they have sold out. The market 
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would therefore seem to be well under control in the hands of strong par- 
ties, and when Wall Street gets short enough the Standard Company is quite 
likely to twist it. 

The iron! market has not improved much in price, though more is doing, 
as well as in steel rails at steadier quotations. This month promises still 
greater improvement in general business than January. 

The reports of the New York Clearing-house returns compare as follows: 

1885. Loans. Specie. Lepgai Tenders. Deposits. Circulation Surplus. 
Jan. 3.-+ $ 297,887,700 . $87,867,800. $37,356,900 . $ 340,816,300 . $11,398,800 . $ 40,020,625 


30.0 
17+ 
24... 


296,153,600 . 
2951337,800 . 
294,317,000 . 


95,177,000 - 
98,485,600 . 


99999;300 - 


39:779,200 . 
41,094,700 . 
40,141,200 . 


349;247,300 


353:726,100 . 
351,749,900 . 


11,262,600 


11,311,500 — 
11,275,000 . 


47,644,375 
51,148,775 
52,113,025 


3l.+- 293,749,700 . 101,732,000. 40,224,800 . 352,343,300 . 11,285,300 . 53,870,975 
The Boston bank statement is as follows: 

1885. Loans. Specie. Legal Tenders. Deposits. Circulation, 

Jan. 3eee-es- $145,724,800 .--- $7,847,600 .... $6,423,200 ....$100,659,600 .... $ 23,271,600 

‘6 ¥0....00+ 146,288,go0o .... 8,022,300 .... 6,457,500 .... 101,251,500 .... 23,163,300 

146,863,800 .... 8,234,700 .... 6,499,600 .+. 102,896,900 .... 23,095,500 

© 24...402. 146,818,000 »40- 8,515,200 .... 6,204,200 .... 101,295,200 .... 23,051,200 
The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1885. Loans. Reserves Deposits. Circulation, 


$ 72,927,921 
731013,054 
72,546,288 
7234253359 

72,431,244 


$ 24,723,819 


26,225,804 
26,539,294 
26,653,905 
26,895,857 


$ 73,58 1,005 
7357155331 
73,514,862 
73»3°8,599 
7398739238 


$ 7,842,835 
713345993 
7,824,435 
7,821,782 


7,748,678 
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AULTMAN.—On December 26, aged fifty-eight years, C. AULTMAN, Presi- 
dent of the First National Bank, Canton, Ohio. 

Davis.—On January 12, aged eighty-three years, STEPHEN G. DAvis, for- 
merly Cashier of the Shawmut National Bank, Boston, Mass. 

DEAN.—On January I9, aged seventy-five years, THEODORE DEAN, President 
of the Bristol Co. National Bank, Taunton, Mass. 

FERRIS.—On January 12, JAMES H. FERRIS, Vice-President of the First 
National Bank, Franklinville, N. Y. 

FOREMAN.—On January II, aged eighty years, MCEVERS FOREMAN, Presi- 
dent of the First National Bank, Easton, Pa. 

GRAHAM.—On January Ig, aged sixty-one years, WILLIAM H. GRAHAM, of 
the firm of Alexander Brown & Co., Baltimore, Md. 

KIERSTED.—On January 6, aged seventy-two years, JOHN KIERSTED, Presi- 
dent of the First National Bank, Saugerties, N. Y. 

MAYHEW.—On January 17, aged fifty-seven years, JONATHAN E. MAYHEW, 
Cashier of the First National Bank, Jamestown, N. Y. 

Rupp.—On December 27, aged seventy years, L. Rupp, of the firm of L. 
Rupp & Son, Bronson, Mich. 

ScoTtT.—On January 16, aged seventy-two years, WILLIgmM B. Scott, of 
the firm of A. E. Scott & Co., New York City. 

SELIGMAN.—On January 21, ABRAHAM SELIGMAN, of the firm of J. & W. 
Seligman & Co., at Frankfort, Germany. 
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